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THE OUTLOOK 


The War Budget—Price and Tax Uncertainties—Coming Turn 
in Steel Business—The Copper Outlook—Railroad 
Earnings—The Market Prospect 


ECRETARY McAdoo’s announcement that another $5,000,000,000 ° 

would be required in this fiscal year was no surprise to those who 

§ had kept track of the situation—in view of the continual broad- 

™ ening of our war progtam—although the manner and time of 
the announcement was open to criticism. 

His latest estimate for the year’s war expenses is reported 

to be $11,000,000,000, leaving out of account our loans to our 

allies. These loans have already reached the tremendous sum of 


$1,523,000,000, as follows: 














|S EGR Re eerie rept orate $770,000,000 
ET n'a coc UWhe oeR Ube UN cock we res 06db cian 370,000,000 
DE Lhnbwbbu uc Puce Censoeteek dae ecectebebes 175,000,000 
SE nibivcteeavaaesdspaychbakdbvhetensecdede 160,000,000 
nics duu be een ce tderkeweohed snendeeen 45,000,000 
PL nk pike Pek hdahackh ch C4 contains bah 3,000,000 


Doubtless we have been lending at a somewhat more rapid rate than will 
hereafter be necessary, because of the debts our allies had accumulated in this 
country when we entered the war. Nevertheless, further loans must continue 
to be an important item in our financing. 


Our Resources 


VEN this staggering bill we can meet. The normal annual increase in 

the total wealth of the United States is now not less than $20,000,000,000. 

CES) A big slice of this consists in the rise of real estate values, which repre- 

— sents a different kind of wealth from that which is created by industry. 

But even after that is deducted, the growth of what we might call our industrial 
wealth will be nearly equal to the demands of the war. 

What this means is that if we turn our energies into war channels, merely 
maintaining the “status quo ante” of our national wealth, we should be able to 
carry on the war without slipping back. 

Unquestionably the absolute attainment of this ideal will be impossib'. 
Various improvements and additions to our permanent wealth and productive 
capacity will be necessary to the war itself, and others not strictly necessary 
are under way and must be carried through. Hence some of our annual in- 
crease in wealth must be devoted to other things not to be reckoned as a part 
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of our war expenses, and to that extent we shall have to draw upon the accumu- 
lations of the past. 

Hence the financial prospect for the country, while not especially cheerful, 
is nevertheless not so dark as might appear at first glance. We have a gigantic 
task before us, which will require steadily increasing economy on the part of 
every individual whose income is large enough to permit any economies; but . 
the task is by no means beyond our strength. 


Uncertainties Not Yet Relieved 


; uncertainties of price regulation and of taxation, which have caused 
a pause in the placing of new orders in many lines of business, have not 
as yet been removed by any definite Government action. The prob- 
lem is admittedly a hard one to solve; yet it does certainly seem that 
our progress in solving it is unnecessarily slow. 
he feeling is growing that whatever prices are fixed by the Government 
must be at a level which will afford large profits to our principal corporations, 
in order to draw into the field the greatest possible number of producers, in- 
cluding those whose costs of production are relatively high. 

For example, a minimum price of $2 a bushel for wheat is under discus- 
sion. This would permit the average wheat raiser a large profit. If that price 
is established it will be for the purpose of bringing the last possible acre under 
production. 

The cost of producing copper at different mines varies, roughly, from 5 
cents a pound to 20 cents. While the war lasts we shall need all the copper that 
can be obtained. To get it, we must pay a price that will permit those mines 
to operate which have a 20-cent cost, and that will mean very large profits for 


the “sgt companies which have a cost below 10 cents, as is the case with most 


of the big producers. 


The Probable Outcome 
PINION is crystallizing in favor of paying the prices which will bring 
Oo out the greatest possible production and then applying a heavy excess 
fea} profit tax to those companies which are so situated as to make the big 
a rofits; but even if a tax of 50 per cent. were applied—the highest 
that has so far been discussed—the remaining 50 per cent. would still leave 
excellent returns for the stocks of those companies most favorably situated. 


The, Turn in the Steel Business 


RNINGS of the steel companies in the current quarter, ending with 

September, will probably reach a new high record, as they will be 

based on sales made some time ago in a period of rapidly rising prices; 

but the view is becoming more and more general in the trade that 
this quarter will see the climax of earnings. The average of steel prices is still 
above $119 a ton, but it represents only a trifling amount of business actually 
booked. Few consumers can pay such prices, and the steel companies are hold- 
ing back their capacity for Government orders. 

Whatever prices the Government may decide to fix for coal, coke, iron 
and steel, are not likely to be high enough to permit the extraordinary profits 
that are being earned at the moment. Moreover, some costs will continue very 
high and will perhaps rise further. Government regulation cannot possibly 
reach every item of cost, particularly wages. 

U. S. Steel’s unfilled orders will probably decrease 500,000 or 750,000 tons 
in July. The big corporation is practically out of the general market because 
of prospective Government orders. The above decrease would bring orders 
down to something like 10,750,000 tons, from a maximum of 12,183,000 at the 


end of April. 
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The Copper Outlook 


OPPER metal is showing firmness, after a considerable decline due to 
the refusal of the Government to pay the price of 25 cents tentatively 
agreed upon. It will be remembered that 1834 cents was paid on 
account, the balance to be determined after a report from the Federal 

Trade Commission. This brought cash copper down to about 27 cents, from 
which the price has rallied nearly 2 cents. 

The big copper companies can of course make very large profits at any 
price likely to be fixed, and taken together they have cash assets on hand equal 
to nearly one-third the current prices for their stocks. 

Under such conditions there seems to be no particular reason for a further 
decline in the coppers. On the other hand, the market does not show any im- 
portant accumulation of these issues. 


Railroad Earnings 


AILROAD earnings are showing some increases in net over the corre- 
sponding period of last year, due to the tremendous gross business the 
roads are handling. It is something of a surprise to learn from the 
complete statement for May that up to that time transportation ex- 

penses had not begun to fall off in relation to gross, as compared with previous 
months. It had been expected that heavier loading of cars, cooperation among 
the roads, the laying off of passenger trains and the central control of traffic 
by the Government would have resulted in some reduction of proportionate 
transportation costs. 

The roads are having, as for a long time past, difficulty in getting the capital 
for necessary equipment. Some short term money recently obtained for that 
purpose has cost the borrowing road 7 per cent. Railroad men are asking why 
the Government should lend to foreign governments at 314 per cent. and at the 
same time leave American roads to pay twice that rate of interest for purposes 
which are just as essential to the war as any others. 


The War Industries Board 


HE formation of the War Industries Board and of a Central Purchasing 
Committee composed of three business leaders in whom the country 
has abundant confidence, is a step toward the solution of the price 
problem which will be welcomed by the markets as tending to bring 

about stability and certainty of prices. An early decision in the shipping 
tangle is also Lonel for and will be a relief to the country. 

On the other hand, the collapse of Russia on the East front has doubtless 
strengthened the military party in Germany and has given another backset to 
the plans of the Entente, so that at the moment peace appears as far off as ever, 
except for the steady attrition of the world’s power of endurance. 


The} |Market}|Prospect 


ROADLY speaking, the market now seems to have become “oversold,” 
so that no further general decline is likely at this time. Certain 
stocks are getting into a position where a considerable rally may natur- 
ally be expected. Prospects for the steel and equipment issues are 

better than for the market as a whole. 

Purely from the investment standpoint, as one would consider a bond, 
railroad stocks as a group are low. Some of them would doubtless sympathize 
moderately with a rally in the industrials. But we are unable to see grounds 
for any important advance in the rails as yet. 

There is a large short interest in a number of industrial issues, which may 
probably be forced to cover at somewhat higher prices. 

—July 30, 1917. 























Price Fixation 


Versus Profits 


Day of Great War Profits Past—The Government’s Two 
Strings to Its Bow—Price Fixing and Excess Profits 
Taxes—An Economic Readjustment 





By BARNARD POWERS 








F competition be the life of trade 
then uncertainty is the death 
of trade. And at the present 
time there is no lack of un- 

certainty in those lines of businesses 

which come within the purview of the 

Government price-fixing program. 

The inane assertion has often been 
made that Big Business forced this coun- 
try into war. If that were the case Big 
Business has already paid and is likely 
to-pay “by the nose,” as the French say, 
for its pro-war proclivities. 

In the first place, the sentimental ef- 
fect of price-fixing has resulted in stag- 
nation in many important industries; a 
sort of suspended animation. In the place 
of being willing to pay practically any 
prices, as was the case a few months 
ago, consumers are exceedingly chary of 
placing orders until the price-fixing pro- 
gram has been settled. The following 
quotation from the Jron Age is illus- 
trative of conditions in the steel industry : 

Dullness and in some districts evi- 
dences of weakening, have been the pig- 
iron market’s response to the discussion 
of Government regulation. It is rec- 
ognized that for the present actual Gov- 
ernment regulation of the general 
market has been averted, but the moral 
effect of low prices to the Government 
on large quantities of finished materials 
is a matter of wide concern in view of 
the extreme advances in pig iron. 

Buyers of pig iron and of all forms of 
finished steel continue for the most part 
to hold aloof from the market, and their 
fear of what may happen to prices as 
the result of Government action is in 
sharp contrast with their willingness 
enly lately to pay any price the pro- 
ducer might name. ~ 

It is evident that finished steel in 
the lands of manufacturers and jobbers 
is of fair proportions, and the latter in 
particular are disposed to work down 
their stocks in the interval of waiting. 

And the same thing is true in the cop- 

per, oil, lead, zinc, in fact, all the in- 

dustries which deal in raw materials. In 
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the face of President Wilson’s announce- 
ment that patriotism and profits must 
not be mentioned at the same time, the 
business world is holding its breath 
awaiting Government action. 


No More Big War Profits 


No matter how optimistic a view one 
may take of the Government price-fixing 
policy—and there are those who claim to 
see in it a bull rather than a bear argu- 
ment—it is quite clear that the day of 
great war profits is past. That some com- 
panies will earn more than ever before 
and more than other companies not doing 
war business, is obvious, but that they 
will be allowed to accumulate undis- 
turbed the trefnendous profits which have 
been shown by many corporations dur- 
ing the last two years is very unlikely. 
The Government has two strings to its 
bow, that of price-fixing and that of the 
excess profits tax. In his notable ad- 
dress to the mine operators and manu- 
facturers of the United States, President 
Wilson sounded the note which will be 
reflected -in legislative action, when he 
said: 

“A just price must, of course, be paid 
for everything the Government buys. 
By a just price I mean a price which 
will sustain the industries concerned 
in a high state of efficiency, provide a 
living for those who conduct them, en- 
able them to pay good wages, and make 
possible the expansions of their enter- 
prises which will from time to time 
become nevenmney as the stupendous 
undertakings of this great war develop. 
We could not wisely or reasonably do 
less than pay such prices. They are 
necessary for the maintenance and de- 
velopment of industry; and the main- 
tenance and development of industry 
are necessary for the great task we have 
in hand. But I trust that we shall not 
surround the matter with a mist of 
sentiment. Facts are our masters now. 
We ought not to put the acceptance 
of such prices on the ground of pa- 
triotism. Patriotism has nothing to do 
with profits in a case like this. Patriot- 
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ism and profits ought never in the pres- 
ent circumstances be mentioned to- 


gether.” 
The Case of Steel 


The whole steel industry of the United 
States has been placed at the disposal 
of the Gévernment and the country’s 
entire steel output is at the disposal of 
the Government at prices to be deter- 
mined on the basis of the cost of pro- 
duction as computed by the Federal 
Trade Commission. The only stipulation 
is that prices when fixed shall insure 
“reasonable profits and be made with 
reference to the expanding needs of this 
vital and fundamental industry.” In other 
words, the steel industry has agreed to 
allow the Government to fix the price 
for its products not only to the Govern- 
ment, but to the whole country as well. 
The nub of the whole matter, of course, 
is what the Federal Trade Commission 
will decide is a “reasonable profit.” 
Will it be 6 per cent, or 10 per cent, or 
20 per cent on the capital invested? As 
near as can be determined from what 
slight data is available upon which to 
predicate an opinion, or perhaps “guess” 
is the better word, it would seem that 
the Government is likely to settle on 
a percentage in the vicinity of mid- 
way between the maximum and minimum 
percentages mentioned. And UV. S. Steel 
earning 10 per cent, or even 15 per cent, 
is quite a different proposition from U. 
S. Steel earning anywhere from 40 per 
cent to 70 per cent. 


Daniels’ 1834c. Copper Price 


Speaking to the writer of this article, 
the president of one of the largest cop- 
per producing companies in this country 
called attention to the fact that the gen- 
eral public loses sight of the fact that a 
mine is a liquidating proposition and also 
that while copper prices are high enough 
in all conscience now, nevertheless, the 
average price for copper during the last 
twenty years has been between 14 tnd 
15 cents a pound. In other words, that 
the copper industry needs boom times 
to make up for the lean vears. 

Secretary Daniels’ offer to pay 75 per 
cent of the price of 25 cents a pound for 
60,000,000 pounds of copper, which 
works out to 1834 cents a pound, did not 
meet with any general enthusiasm on 








the part of the copper producers and at 
this writing whether or not the pro- 
ducers will receive the top price or the 
Daniels’ price will be decided by the 
Federal Trade Commission. The rising 
costs in all lines has affected the copper 
industry, and labor, never slow to seize 
the day, is pressing its demands hard. 


’ The industry has been tied up in Ari- 


zona, which is the biggest copper pro- 
ducing section of the country, and be- 
tween high costs, price-fixation and ex- 
cess profits taxes, the copper people are 
not in as happy a frame of mind as the 
current quoted prices of the metal might 
seem to warrant. 


Other Commodities to Be Regulated 


Among tlie other industries which will 
come within the purview of the price- 
fixing policy are those concerned with 
fuel oil, gas oil, gasolene and distillate, 
coal, which has already been “fixed,” 
iron, coke, ore and, in fact, it is diffi- 
cult to say what will be the limit to 
Governmental action. It may be that 
price-fixing may permeate the entire eco- 
nomic structure of the country. In 
this connection it is interesting to note, 
as Mr. Guy Morrison Walker pointed out 
in the last issue of this publication, that 
the Government is now adopting for its 
salvation those very practices which the 
Sherman Law was expressly constructed 
to prevent, and for which the Govern- 
ment has prosecuted hundreds. 


A Day of Readjustment 


That the heyday of war profits is 
past, probably never to return, is a con- 
clusion justified by the facts and the 
opinion of students of the situation. 
Whether, in any event, the peak of the 
industrial movement had been reached 
and the decline commenced, as perhaps 
indicated by such phenomena as station- 
ary pig iron and receding scrap steel 
prices, is a matter more or less of con- 
jecture; but it seems reasonable to con- 
clude that from now on we are likely to 
see declining commodity prices. The 
inflation, which at one time seemed with- 
out top, has been checked by Govern- 
mental action, and the sooner the indus- 
trial and financial worlds recognize and 
adopt their points of view to the 
changed situation, the better. 











Our Position in the Trade Cycle 


In What Phase of the Prosperity and Panic Cycle Are We?— 
The Warnings of High Prices, Big Wages and Increased 
Costs—Are Security Prices Discounting a Down- 
ward Swing of the Pendulum? 





By WILLIBALD IMHOFF 





HILE the theory of the business 
cycle is a familiar one to the 
economist and business man, 

= it is sometimes difficult for him 
to determine readily what phase of the 
cycle prevails. .Are we now in one 
of the minor alternating waves of 
overconfidence or unreasoning timidity 
that sweep over the investment mar- 
kets, during a business cycle with the 
trend still upward, or have we turned 
the top and are going downward? If 
so, how far have we gone? 

The cumulative momentum of pros- 
perity is sometimes such that it skips 
over obstacles which might ordinarily 
bring it to a halt, especially if the mis- 
fortune affects only a few sections of 
the business community; or a good 
harvest may delay a cumulative reac- 
tion in progress. 

Prosperity Is Cumulative and So Is 
Depression 


During évery period of prosperity 
the cost of doing business creeps up 
in a hundred little ways. Equipment 
of less than standard efficiency is 
put back into use during the busy 
period. Wages rise; less efficient 
workmen are employed ; overtime cuts 
into profits not only because it is 
premium labor but also because it is 
tired labor. Labor generally, even that 
of the regular hands, becomes less 
alert when the job is waiting for the 
man and not the man for the job. Cost 
of materials and supplies usually 
advances faster than selling prices. 
Economy in business management de- 
clines. Larger stocks of raw ma- 
terials are carried at higher prices. 
Certain businesses are confronted with 
the inability of raising their prices for 
output or services, while the gradual 
tension in the money markets and the 


pyramided credit structure have their 
influences on general business, disclos- 
ing it to be honeycombed with malad- 
justments with each enterprise hav- 
ing its own peculiar set of troubles. 
Financial stringencies in other coun- 
tries throw their burden on the New 
York market and help in the cumula- 
tive process of reaction. 

These factors are all existent at the 
present time. 


Capacities and Costs Expand Unchecked 


Since early in 1915 the demand has 
led to a vast expansion of the equip- 
ment of production in the enterprises 
of the country with an eye more on 
output than on cost. 1916 copper 
production, for instance, was 2,311,000,- 
000 pounds against the record high of 
1,615,000,000 in 1913, while costs in- 
creased all the way from 4 per cent. 
to 42 per cent. compared with 1915. 
Steel capacity in 1916 expanded about 
30 per cent. over that of 1915. Similar 
large expansions of steel capacity have 
occurred in all the important warring 
countries. 


Money Sunk into Large Stocks 


Larger stocks of material are car- 
ried by most companies compared with 
pre-war inventories. Even if such in- 
ventories are taken at cost, the inflated 
prices mean revision of capitalization 
as soon as the downward trend be- 
comes pronounced. The speculative 
factor of these large stocks is greater 
with companies handling animal and 
farm products than with those han- 
dling other raw material. Large in- 
ventories necessitate a large work- 
ing capital. While earnings of the 
last two years have been so large that 
financial help has not been asked in the 
usual large volume, certain businesses 
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like the motors, that have experienced 
a reduction in sales, have suddenly 
been confronted with financial embar- 
rassment on that account. Motors, 
however, are not the only ones af- 
fected. The consequence is the hesi- 
tancy of non-war industries in making 
further commitments and a decline in 
demand. However, raw materials, ac- 
cording to Professor W. C. Mitchell’s 
“Business Cycles,” are among the last 
to show declines in prices. Bonds and 
stocks decline first. 


Contractors Lose Money 


The dilemma in which contractors 
often find themselves in times of pros- 
perity is best shown in the case of the 
George A. Fuller Construction Co., a 
subsidiary of the U. S. Realty & Im- 
provement Co., which is estimated to 
have lost nearly $3,000,000 on its sub- 
way contracts due to higher cost of 
material and labor and the lesser effi- 
ciency of the latter compared with than 
when the contract was undertaken. The 


stock of the parent company declined on 


the New York Stock Exchange early this 
Spring to 11 against the high of 49 last 
year. 

Decline in New Construction 


Building declines and improvements 
are held back when construction 
prices are mounting and the enter- 
prises manufacturing for this trade are 
usually the first to feel the lessening 
indemand. New York City, for instance, 
is showing constantly declining building 
operations compared with 1916. Munici- 
palities needing improvements dare not 
go into the market at the high 
prices and the domestic buyer is re- 
claiming parts from the scrap heap in- 
stead of entering the present market. 
Discarded machines are being patched 
up and the master mechanics are point- 
ing with pride to the jobs of made- 
over equipment. 

Public Utilities and Rails Decline 

Sharply 

The stock market reflected the de- 
creasing .earnings of public utilities 
early by sharp declines in these issues. 
Brooklyn Rapid Transit, Consolidated 
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Gas, and others have been under 
steady pressure since January. Rail- 
way stocks have been thrown over- 
board in recent months, and price re- 
cessions were rather violent for this 
class of stock. The fact that investors 
are holding aloof from commitments 
and the absence of an _ extended 
short interest are the reasons for the 
poor support. As has again been 
shown in the Interstate Commerce 
Commission’s decision on the 15 per 
cent. rate increase, a public commis- 
sion is not so much likely to consider 
whether costs are encroaching upon 
profits, but whether current profits 
constitute a fair return upon the cap- 
ital invested. Inability to raise selling 
prices because of Governmental regu- 
lations, established custom, business 
policy or long term contracts for out- 
put or services in times of prosperity, 
means declining profits. 


Doubtful Successes of Bond Issues Re- 
flect Changed Demand 


A series of high-grade bond issues 
have come out this Spring and have 
failed to find subscribers, leaving a 
great or the greater part of the issue 
in the hands of the underwriters. This 
situation was disclosed by the drop in 
quotations as soon as the syndicates were 
dissolved. Among the most important 
new financing thus brought out at a 
loss to the underwriters were U. S. 
Rubber $60,000,000 5s, St. Paul $25,- 
000,000 414s and Pennsylvania $60,000,- 
UO 414s. 

Bond prices reached their high 
water mark last January and their 
precipitate decline has brought them 
down to the low of two years ago. 
This drop in bond prices with the ina- 
bility to float high-grade issues at ad- 
vantageous terms, reflects the rise of 
interest rates and the desire of the 
public for higher returns which is 
shown in the demand for common 
stocks of successful industrial enter- 
prises. 


Business Men Turn to Short-Term Notes 


The failure to float bonds success- 
fully has forced “enterprisers,” who do 
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not wish to saddle their businesses 
with heavy fixed charges for a num- 
ber of years, to resort to temporary 


financing by means of short-term 
notes. Such issues this Spring were 
made by Southern Railway which 
brought out $25,000,000 two-year 5 per 
cent. notes, Baltimore & Ohio $15,000,- 
000 one and two year 5 per cent. notes, 
New Haven $45,000,000 one-year 5 per 
cent. notes to tide over the necessary fi- 
nancing for another year, and the $50,- 
000,000 5 per cent. two-year notes put 
out by Bethlehem Steel to provide more 
working capital for its foreign govern- 
ment contracts. The prevalence of two- 
year notes may or may not indicate that 
in the opinion of the Street an easier 
market will prevail at the end of 1918. 
The short term issues shift the capital 
demand from the investment market 
to the money market, increases the de- 
mand loans of the banks, which get 
loaded up with the notes and ulti- 
mately limit their lending capacities. 


~ Stresses in the Money Market 


The optimistic temper in years of 
prosperity disposes men to underrate 
risks and overrate probable gains. 
Even active and experienced men of 
affairs do not escape this infection. 
Overconfidence as to future demand, 
which is always difficult to estimate with 
accuracy, leads in every period of pros- 
perity to an overstocking of certain mar- 
kets. 

The expansion of short-term loans 
at a rapid rate, the restrictions of bank 
credit, loss of cash to the public, which 
carries more pocket money than in 
dull times, ultimately produces a tense 
money market. It must be understood 
that the increased wages during pros- 
perity are scattered among millions 
and are not all spent so promptly 
and in such a manner as would add to 
profits. 

High discount rates which go hand 
in hand with high interest rates, force 
the sacrifice of stocks of goods held. 

As Mr. Mitchell points out the struc- 
ture of inter-locking credits raised 
on an inflated price basis right up to 
the climax of prosperity, the declin- 
ing profit margin due to increasing 





costs and stationary or falling selling 
prices, and the tension of the money 
and investment markets, impose the 
strain that breaks the camel’s back. 
The very conditions of business pros- 
perity ultimately bring a downward 
revision of credits, which were based 
primarily upon the capitalization of 
large, anticipated profits. The collapse 
of some conspicuous enterprise which 
has suffered heavy losses in specula- 
tive ventures, is often only a sign that 
liquidation has already begun. Other 
causes are crop failures, political dis 
orders, uncertainties about the mone- 
tary standard, outbreak of war, or a 
drop of prices following the making 
of peace, and crises in foreign coun- 
tries. 


Large Profits Right Up to the Crisis 


Mr. Mitchell has found that the in- 
formation available indicates that in 
the last year preceding a crisis, a large 
number, perhaps a majority of enter- 
prises, are still making profits as high 
as or higher than in any previous year. 
That, if an average rate of profits 
could be computed for a_ whole 
country, it would not be surprising to 
find it reaching its climax just before 
the crisis becomes common know!l- 
edge. 

There is no fixed date when the 
period of crisis begins. Stresses work 
slowly. It is not in the interest of 
borrower or lender to make the con- 
traction of credits public. The demand 
for settlement is, therefore, wide- 
spread before the public learns of what 
is going on and before the volume of 
business has slowed down to any ex- 
tent. 


Unique Conditions of the Present 


We have seen how large inventories 
are carried by most: enterprises and 
especially by those whose raw ma- 
terials are subject to the most erratic 
price movements. It has been pointed 
out how losses have occurred to con- 
tractors who find their contracts losing 
bargains through inflated prices for ma- 
terials and labor prevailing in the 
prosperous periods and how these high 
prices have tended to a decline in con- 
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struction and improvement work. 
Railroads and public utilities are earn- 
ing less money than at the beginning 
of the prosperous period. New bond 
issues can not be put out except on 
onerous terms. Business has, therefore, 
recourse to short-term financing. Dis- 
count rates are rising. 

If it were not for the war demand 
in the copper and steel trades this de- 
cline in activity would have become 
apparent sooner. Copper was one of 
the first raw materials to decline in 
1907. The long time during which the 
foreign governments have been out of 
the market this year had made inde- 
pendents nervous and the wide range 
of prices covered by the metal in the 
four months this Spring shows the un- 
certainty. Third quarter delivery de- 
clined from a high of 33 cents in Feb- 
ruary to 24 cents and recovered to 29. 
Spot copper made similar fluctuations. 
The unfilled tonnage of the Steel Cor- 
poration, which declined early in 1907 
has shown slightly decreasing tonnage 
figures since April. The average 
of steel prices has continued to ad- 
vance. The high prices for the steel 
products, however, have led to econ- 
omizing in the domestic demand and 
the steel producers follow a still higher 
price movement only hesitatingly, fear- 
ing the inevitable slump in prices. 

The steady gold inflow in the last 
thirty months and the workings of the 
Federal Reserve System have pre- 
vented the important stress of money 
tension from making itself felt sooner. 
The declining bond prices have 
sounded the signal for higher money 


rates and the position of the banks of 
the country, which has become less 
favorable, is not conducive to easy 
money. Higher money rates are in- 
evitable, according to Professor Selig- 
man for “the destruction of capital which 
is going on at such an enormous rate 
will tend to bring about a gradual rise 
in interest rates.” 


Conclusion 


The stresses are apparent. They are 
making themselves felt and the longer 
the necessary readjustment of prices 
is delayed by extraordinary large gov- 
ernment orders, large, profitable crops, 
ability to raise prices on the basis of 
inflation, the harder will be the reckon- 
ing to come. The strain on non- 
war producers is ever increasing, ne- 
cessitating retrenchment. 

In the meantime some prices ma 
soar in the stock market. In the 1905- 
07 phase of the cycle the decline in 
bond prices set in two years ahead of 
the panic and before the top prices 
were reached by the common stocks. In 
1906, the year before the panic, four out 
of five common stocks already showed 
declines. 

Everything considered, the year 1917 
is likely to mark the climax of earn- 
ings in the leading industries. Others, 
as has been shown, have seen their 
profits shrink and continuance of the 
present phase with its high prices will 
increase their precarious position un- 
til all in some way or other are pro- 
ducing for the Government. With 


peace will then come the final adjust- 
ment. 
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PART II—REGULATION VERSUS RATES 





In the First Article, it was shown how the first railroad rates were made up by the sum 
of various charges for different kinds of service, and were based on the system of wagon car- 
riage before railroads were devised. That rate reduction developed through a system of elim- 
inating some of the service and transferring part of the burden from the railroad to the 








shipper, under conditions which made it worth while 
for managers of transportation to join with shippers in 
devising ae and means by which traffic could be ex- 


e cost of transportation reduced. 
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T will perhaps surprise some to 
know that in the early days a 
railway company would not 
think of permitting its freight 
cars to leave its own track, and that 
freight from New York to Buffalo was 
frequently loaded and unloaded five or 
six different times. 

The devising of one of the greatest 
economies in the transportation business 
has been credited to Andrew Carnegie. 
At the time when he took up the iron 
and steel business in America, it was in 
a most primitive state. The early iron 
rails imported for our first railroads had 
cost as high as one hundred and thirty 
dollars a ton. Ocean freights were high, 
and even with the cheapened cost re- 
sulting from rail development in Eng- 
land, the cost of rails in New York, via 
English steamer, at the end of our Civil 
War was from sixty to sixty-five dollars 
a ton. 

The cost of transportation to middle 
western points was so high that even 
though light rails were used, the cost per 
mile was as much or more than it is 
now, with rails weighing two or three 
times as much. The product of our 
own iron and steel mills was compara- 
tively small, the rails short and light, 
and after their manufacture they were 
hauled by the iron companies down to 
the railroad and there delivered at a 
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railroad freight house, where later rail- 
way employees loaded the rails on the 
cars. 

‘This process impressed Mr. Carnegie 
with its wastefulness. He could not 
understand why it was necessary to han- 
dle such a heavy product as rails two 
and three times, and he suggested to 
the railway company that if they would 
put the cars where his men could get 
at them, he would load the cars himself. 
It would not cost him any more to put 
the rails on the cars from the wagons 
than it then cost to unload them at the 
railway freight house and it would save 
for the railway company the entire cost 
that it was then put to of loading the 
rails from the freight house to the cars. 


Carnegie’s First Rebate 


Mr. Carnegie naturally claimed from 
the railway company the benefit of the 
saving and the railway company gladly 
agreed, for, in addition to the saving of 
labor, the railway company was not 
bothered by the filling of the freight 
house or the damage and depreciation 
to it of handling the heaviest and hard- 
est kind of freight. Carnegie’s first re- 
bate was a rebate granted to him for 
saving a railway company the expense 
of once handling iron rails. 

But the process of shipping was still 
expensive. The rails were loaded on 
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the trucks at the rail mills and then 
loaded from the trucks on to the cars 
at the railway station, and it seemed so 
obviously simple to save half of this 
cost by running the empty freight cars 
on a switch to the mill and loading them 
direct from the mill on to the freight 


cars. This not only saved another han- 
dling of the rails, but it saved the ex- 
pense of teams and wagons and the time 
of haulage from mill to railway. 

It involved, however, the expense of 
building a switch from the railway line 
to the rail mill, and this the railway 
company refused to do except upon a 
guaranty from the shipper to pay inter- 
est on the cost of the switch. This the 
iron company agreed to, saving for itself 
one handling of all its iron products and 
all the expense of teaming and hauling 
at the small cost of the interest on the 
investment necessary to build a half mile 
or so of switch track from the main line 
of the railroad to the mill. 

Other iron companies at once saw the 
saving that was being effected and the 
rebates that were being secured by Mr. 


Carnegie, and they hastened to build | 


switches of their own or to guarantee 
the cost of those built by the railway 
companies, and from that time until the 
passage of the Hepburn Bill practically 
every shipper in the United States was 
on a constant quest of ways and means 
by which to earn some discount or re- 
bate from the railway companies, with 
the result that we have so consolidated 
shipments and economized and devel- 
oped the art of transportation, that we 
have reduced our transportation rates 
to the lowest point that the world has 
ever seen. 


Why the Standard Succeeded 


The success of the Standard Oil Com- 
pany has been due almost entirely to its 
attention to the problem of transporta- 
tion. Fifteen years ago the late Mr. 
Dodd, then General Solicitor of the 
Standard Oil Company, told me that 
they had reduced the cost of transporta- 
tion of their product to such a point that 
if oil were free to their competitors on 
the shores of Lake Erie they could not 
deliver their product at tidewater so 
cheaply as could the Standard Oil Com- 


pany. 





The success of the United States Steel 
Corporation has been due to its appre- 
ciation of the part that transportation 
plays in the cost of the finished product 
and its development of its own lines of 
steamers from the ore fields on the 
lakes, its own lines of railway from the 
lakes to the furnaces and from the coal 
mines to the furnaces. It has thus been 
able to get for itself the benefit of every 
economy resulting, not only in scientific 
mining and production, but in scientific 
transportation, and the result has justi- 
fied itself, for until the organization of 
the United States Steel Corporation and 
the co-ordination of these various ele- 
ments that go to make up the finished 
product, the iron and steel business had 
alternated between feast and famine, 
but since its organization we have had, 
for the first time, something like a con- 
tinuous prosperity in this branch of 
business as the result of a scientific ef- 
fort to reduce costs to the point that 
will result in largest use and consump- 
tion of the product and to limit produc- 
tion to the possible demand. 

The point that I want to make to 
the reader is, that all rate reduction in the 
United States has been by means of re- 
bates. First the rate, then the rebate 
claimed and allowed for some economy 
or saving device, then the universal use 
of that economy or saving, so that every- 
body got the benefit of the rebate. Then 
new economies and new devices, new re- 
bates, new reductions; the rebate of to- 
day constantly becoming the rate of to- 
morrow. You shall later see that the 
first effect of the abolition of rebates 
must have been and was a cessation iu 
the further reduction of rates. 

The preferential rates granted by 
railroads to large shippers in the early 
days amounted to nothing but applying 
to railways the principles prevailing in 
regard to retail and wholesale business 
everywhere. It was just as legitimate 
a practice for railway companies as it 
was for dealers in cotton goods, shoes 
or any other kinds of commodity. Not 
only the railroads but the shippers and 
the public believed that the man who 
shipped a thousand cars a year or a 
thousand tons a year was justly entitled 
to a lower rate than the man who 
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shipped but one car or one ton. 


Free Passes 


The question of free passes to large 
shippers by railway companies was 
based on the principle that the traveling 
of these large shippers was for the sake 
of attending to the business which gave 
rise to the great volume of traffic, and 
that consequently the railway companies 
were securing the benefit from the busi- 
ness trips of the shipper through the 
increased business that he was so able 
to secure and the increased volume of 
traffic that he sent over their line. In 
other words, the railway companies re- 
garded every large shipper as a special 
traffic agent for their line, whose serv- 
ices they secured without cost, in con- 
sideration only of granting to them 
free transportation. 

At the same time, free passes were ex- 
tended by many railroads to members of 
the clergy on the theory that the rail- 
roads were benefited by the decrease of 
lawlessness and by the decrease of the 
destruction and theft of railway property 
as the result of their ministrations. I 
make this explanation because I want you 
to see that the former practices were not 
only not morally wrong, but that they 
were economically sound and that the 
legislation against such practices has re- 
sulted only in the creation of a great 
mass of artificial crime that involves not 
the slightest element of moral turpitude. 

The old simple wagon rate, or the 
early railroad rate, based on primitive 
conditions, measured the charge in ac- 
cordance to the distance. This simply 
extended the zone wherein former mar- 
kets were to be found, and perpetuated 
the system that gave the producers of 
any commodity a monopoly on the busi- 
ness in their community. 

A comparatively high rate of trans- 
portation for a short distance is no hin- 
drance to trade, but the same rate ex- 
tended for a longer distance soon eats 
up the value of the commodity in the 
mere cost of transportation. On the 
other hand, a low rate for a long dis- 
tance widens the markets and makes 
possible commercial and industrial com- 
petition that would otherwise be im- 
possible. 








It is one of the peculiar features of 
rate making that the complaints of ship- 
pers are always that the rates of their 
competitors should be based on distance. 
This, if allowed, would shut their com- 
petitors out of their local market. But 
when he clamors for rates for himself, 
the shipper insists upon a low rate for 
the long haul, so that he may be enabled 
to invade the territory of his com- 
petitors. 


Rates in 1860 


In 1860 the average freight rate of 
the New York Central was three cents 
per ton mile; on the Erie it was about 
two cents; on the Pittsburgh, Fort 
Wayne and Chicago it was one and 
three-quarter cents; the average of the 
Pennsylvania Railroad was two and 
three-quarter cents. In 1860 the av- 
erage of all American roads was two 
and three-quarter cents per ton mile. 

By 1870 the average of all American 
roads had fallen to a fraction less than 
two cents per ton mile. By 1880 the 
average of all American roads had 
fallen to one and one-quarter cents and 
in 1886 it had fallen to about one cent 
per ton mile. In 1887 the Interstate 
Commerce Commission was created, and 
we began an era of interference with the 
conditions of natural competition that 
had theretofore existed. 

_Under free competition .the New 
York Central rates were reduced from 
three cents a ton mile in 1865 to .78 in 
1885. Twenty years of Interstate Com- 
merce Commission regulation since 1887 
has sufficed only to reduce it from .78 to 
.60, while the passage of the Hepburn 
Bill, with the abolition of rebates and 
the prohibition of railroad economies, 
has resulted in an increase from .60 to 
65. And what is true of the experience 
of the New York Central and those 
dependent upon it for transportation has 
been true of practically every other rail- 
road system in the United States. 

From 1878 to 1887 the average num- 
ber of miles of railroad constructed an- 
nually in the United States was over 
7,000 miles a year, but with the inter- 
ference of the Interstate Commerce 
Commission has been ushered in an era 
of persecution and harassment of our 





























transportation interests, so that the average 
railway construction during the years follow- 
ing the passage Of the Interstate Commerce 
Act has been only half what it had been dur- 
ing the ten years before, and this notwith- 
standing the increased population needing 
transportation facilities and the increased 
wealth of the country with which to furnish 
them. 


Population Density versus Traffic 


Our legislatures from the beginning failed 
to realize what the difference in the density 
of population means in traffic. Because the 
New York Central and the Pennsylvania could 
afford to haul passengers for two cents a mile, 
it was argued that they could do the same 
thing in Indiana or Texas, but the facts of the 
case were that the population in New York 
is so dense in population to its railroad mile- 
age that each 10,000 of population in New 
York is only compelled to support ten miles 
of railroad. The population in Pennsylvania 
is so dense that each 10,000 of population sup- 
ports fifteen miles of railroad, but out here in 
Indiana you have twenty-six miles of railroad 
per 10,000 of population, while in Texas there 
are forty miles of railroad per 10,000 popula- 
tion. 

In several of our Western States—Idaho, 
North Dakota, Montana—there are consider- 
able over 100 miles of railroad per 10,000 pop- 
ulation, while in Nevada there are over 400 
miles of railroad to each 10,000 of people. 

Now, it is plain that in order for the rail- 
road mileage of Indiana to earn the same 
amount as that of New York from its pas- 
senger traffic would require the Indiana popu- 
lation to ride two and one-half as much per 
capita as the New York population, while to 
attain the same result in Nevada would require 
each individual to ride forty miles to” every 
mile ridden by a man in New York. 

The contrast shown in train service by this 
difference of density in population is easily 
seen by a comparison between the New Jersey 
and New York Railroad, which carries 140 
passengers per train mile, and the Fitzgerald 
& Boxton Railroad, which carries only two 
passengers per train mile. 

The same startling differences are shown in 
freight traffic. The Hocking Valley, the Erie, 
the Delaware, Lackawanna & Western, aver- 
age from 500 to 600 tons of freight per train 
mile, while the Detroit and Toledo Shore Line 
averages 700 tons per train mile, and the Bes- 
semer and Lake Erie Railroad almost 1,000 
tons per train mile. The other extreme is 
shown by a number of smaller railroads, like 
the Skineateles, which average only eight or 
nine tons per train mile, while the White Deer 
& Loganstown Railroad averages less than 
five tons and the New Berline & Winfield 
Railroad only one and one-half tons per train 
mile, or about the load of an ordinary farm 
wagon. 

A very considerable mileage of the United 
States railways has a freight traffic of less 
than ten tons per mile. You can easily see, 


therefore, that a rate, either for passengers 
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or for freight, that would be a feast for one 
railroad might easily prove a famine for an- 
other and that a rate that permits one railroad 
merely to exist might enable another road to 
take excessive profits from the territofy that 
it served. 

Politicians do not like to hear these things. 
They regard a plain statement of facts as an 
attack upon them; but here are the facts, and 
it is time that our people took notice of them 
and decided upon their own course in the 
premises without the assistance of the dema- 
gogues. The railroads are doing business, 
it is true, but they are not hauling out new 
rails; they are not building new sidings; they 
are not making new spurs; they are’ doing 
little or no double-tracking; they are building 
no extensions; they are not increasing their 
terminal facilities, and they are buying no new 
roliing stock. New railroad enterprises have 
been abandoned. 


New York Public Service Commission 


The operation of the Public Service Com- 
missions in New York has brought railroad 
construction in that state to such a standstill 
that a couple of years ago a member of the 
New York Legislature introduced a bill pro- 
viding for state aid and subsidies to induce 
the construction of railroads in rural districts. 

He declared that 933 towns in the State of 
New York were not yet reached by any rail- 
road and that hundreds of thousand of acres 
in New York State were untilled because 
they were too remote from railway accommo- 
dation. 

Railway enterprise has been so killed in 
Colorado that the Denver Chamber of Com- 
merce has been doing everything possible to 
secure private inducements and subsidies that 
will overcome the handicap of hostile legisla- 
tion. Texas, notorious for its anti-railroad 
legislation, built a state railroad to show the 
privately owned railroads how a railroad 
should be run, with the result that its state 
owned and operated railroad is now bankrupt 
and it is offering it to anyone who will assume 
the deficits. The proposed extension of the 
road has been abandoned-and the Governor, 
himself a radical opponent of the privately 
owned railroads, has recently sent a message 
to the legislature advising the sale of this 
state-owned road.* 

Ohio, which for fifteen years built more 
miles of interurban railway than any other 
state in the Union, passed a bill creating a 
Public Service Commission, with the result 
that there has scarcely been a mile of railroad 
built-in the state since the bill was passed and 
the commission created. 


* Texas has an area of 265,896 square miles. Its 
estimated population in 1916 was 4,472,494. Its de- 
velopment has but begun, yet in this gigantic state 
in 1916 only nineteen miles of railroad were built. 
The Galveston News recently said: 

“Texas needs more railroad mileage and if the 
supply of idle investment capital is abundant beyond 
all precedent, what is the explanation of the fact 
that last year only nineteen miles of railroad were 
built in Texas? It seems to us it can be explained 
upon only one hypothesis, and that is that railroad 
building in Texas is not an inviting form of invest- 
ment, and this at a time when capital is busily look- 
ing for investment opportunities.” 
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Leading Opinions 


About Financial, Investment and Business Conditions 





“Diversify, Fertilize, 
Specialize”—J. O. Armour 


J. Ogden Armour, writing for the 
Saturday Evening Post under the title 
“Diversify, Fertilize, Motorize, Spe- 
cialize” says: 

“The nation awaits the solution of the food 
problem. That there is a problem is evi- 
denced by the existence of a most unusual 
condition wherein, with the world clamoring 
for a larger food supply and paying record 
high prices, the producers hesitate to increase 
their yield greatly, through fear that increased 
production will penalize and maybe ruin the 
producers. 

“The food problem will be solved only when 
Nature is worked to capacity in the growing 
season and when all the products of this sea- 
son are so distributed over the other seasons 
that nothing will be lost. Not until then can 
we, as a nation, capitalize the agricultural pos- 
sibilities of this wonderful country, which, ex- 
perts assert, could be made, under a proper 
system of intensive cultivation, to feed the 
whole world. 

“My conclusion on the nation’s problem, is 
this: If efficient distribution of foodstuffs is 
assured, so that there will be no danger of 
glutted markets and ruinous prices at harvest 
times, the farmers themselves will find the way 
to make production measure up to the world 
needs.” 


“Fair Deal for 
Railroads”—B. F. Haines 


B. F. Haines, president First National 
Bank, Champaign, IIl., in an address be- 
fore the War Meeting at Winfield, Kan., 
summarized the railroad problem and of- 
fered a solution. He said in part: 


“Transportation is fundamental in peace or 
war. Now that we are at war, the Govern- 
ment and business at record capacity are mak- 
ing greater demands than the railroads are 
equal to. - 

“We should Federalize all the railroads un- 
der Federal incorporation, and wipe out regu- 
lation by forety-eight States. Supervise them; 
regulate them, yes—most carefully. However, 
as has been said, ‘the mission of the Interstate 
Commerce Commission is not to hold the rail- 
roads down, but to make sure that the rail- 
roads are not holding the public down,’ or up. 

“If they are not permitted earnings that will 
enable them to keep at least abreast of public 
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demands the country, is held back. You see 
that situation now in every city and hamlet 
in the nation. It is the inability to move grain 
and fuel and other commodities promptly that 
is responsible, more than any one cause, for 
high prices and shortage even at the prices. 
“The railroads are earning more than ever 
just now, but expense grows faster and our 
260,000 miles of railroad show $35,000,000 net 
loss for February, March and April over last 
year. Railroads can’t borrow money for de- 
velopment on such a showing, even in easy 
times. In May last year our railroads were 
only able to borrow $76,000,000, while they 
could only get $7,000,000 this May. Other 
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HIS DAY. 





lines of public service and industry borrowed 
relatively from three to four times more, de- 
spite Liberty Loan requirements.” 


A. B. Hepburn on 
Dangers of Inflation 
The danger of currency inflation in 
connection with the operations of the 
Federal Reserve banks is the subject of a 
communication addressed to the editor of 
the New York Times by A. Barton Hep- 
burn, chairman of the board of the Chase 
National Bank of this city. 


Mr. Hepburn declares that “the greatest 
danger that confronts us as a nation in the 
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immediate future is currency inflation and the 
consequent unsettling of values.” “Should we 
embark upon a period of inflation,” he adds, 
“I imagine the first step would be to make 
Federal Reserve Bank notes lawful reserve 
for member banks. Then by liberal discount- 
ing, member banks could resolve their assets 
into reserve without the obligation on their 
part to carry any gold reserve.” Noting that 
“it has already been proposed to make Federal 
Reserve Bank notes reserve for member 
banks,” Mr. Hepburn states that “it is cer- 
tainly useful to draw attention to possible dan- 
gers of the future.” “The resources trans- 
ferred from the banks of the Federal Reserve 
system should be and are,” he says, 
potent for good under their centralized con- 
trol than when in the hands of so many scat- 





























—Columbus Dispatch, 
FAMILY TROUBLES. 


tered institutions. -—But the statutory powers 
of the Federal Reserve banks are limited, and 
the member banks should not be relieved from 
the responsibility of helping to maintain a gold 
reserve.” “It would be calamitous,” Mr. Hep- 
burn points out, “if the standard of values 
should be disturbed in this country; and af- 
fairs should be administered with that pos- 
sibility in view.” 





“Economize in 


Oil”—A. C. Bedford 


A. C. Bedford, president of the Stand- 
ard Oil Company of New Jersey, as 
chairman of the committee on petroleum 
of the Advisory Committee of the Coun- 
cil of National Defense, authorizes the 
following statement on behalf of the pe- 
troleum committee: “In view of the ab- 
normal conditions confronting the nation 
by reason of the war, it is peculiarly im- 
portant that the country should under- 


stand the serious situation now prevailing 
in the petroleum industry. 


“The meaning of the foregoing is this: If 
our Government is to have the petroleum it 
will need to prosecute the war successfully 
and supply all necessities directly growing out 
of the war, two steps will have to be taken, 
namely, 

“The public will have to economize in the 
use of gasoline. Sufficient gasoline should be 
available to provide for all the normal uses 
of automobiles. But pleasure riding should 
be curtailed. People should look upon their 
automobiles as necessities to be used only 
when needed. Not a gallon of gasoline should 
be used in the present emergency except for 
some useful end. 

“Every oil producer in the country should 
be encouraged as a patriotic effort to secure 
the utmost possible output of crude oil. The 
present expense of drilling new wells is very 
great and increasing, and the results are often 
discouraging. But there is oil to be had if 
producers in the oil business will redouble 
their efforts to get it out of the ground. | 
have the utmost confidence in the spirit with 
which the Government will meet this problem 
in the matter of the price which is now being 
investigated by the Federal Trade Commission. 
With proper economy on the part of the pub- 
lic and with sufficient co-operation and effort 
on the part of oil producers, there should be 
ample oil to supply the needs of our Govern- 
ment.” 


Benj. Strong 
' Urges Thrift 


Benjamin Strong, Jr., governor of the 
Federal Reserve Bank of New York and 
chairman of the Liberty Loan committee, 
outlines a simple scheme for accumulat- 
ing and investing the savings of the 
people in Government securities without 
causing credit expansion. A complicated 
“transfer of credits” was necessary in 
meeting the payments of the first Liberty 
Loan. This was handled adequately by 
our Federal reserve system, but Mr. 
Strong’s suggestions are made with a 
view to simplifying these operations in 
the future. He says: 

“There are in this country (exclusive of a 
negligible number of those who own securi- 
ties of foreign origin which could be resold 
in foreign countries) only four classes of peo- 
ple who can subscribe for Government bonds: 

“The first class of buyers comprises those 
who have hoarded actual cash or currency in 
their houses or safe deposit vaults, who are 
induced to buy Government bonds and who 
produce that cash for the purpose. 

“The second class is composed of the capi- 
talists and corporations with balances in the 
bank in excess of needs. 
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“The third class of bond buyers is that 
which has bank accounts but has no surplus 
balances in bank to spare for investment in 
Government bonds. 

“The fourth class of bond buyers, and in 
some respects the most important in time of 
war, is the great body of wage earners and 
salaried people who frequently have no bank 
account and spend about all that they earn. 

“Assuming that our Government finds it 
necessary, say, every six months, to borrow 
large sums for war purposes, how readily 
might this be accomplished if all classes were 
induced to save in anticipation of such in- 
vestment in the bonds of their Government? 
The rich man appropriates so much of his in- 
come, the rich corporation so much of its 
profits, the poor man so much of his salary 
or wages? During the period between bond 
issues, these savings are turned over to the 
Government in instalments in exchange for 
short notes. When the bond issue comes 
along, the short notes are converted into long 
bonds. The whole operation has been con- 
ducted without the use of cash or reserve 
money, but by simple bookkeeping, entries on 
the books of banks, which result in a gradual 
but constant transfer of bank deposits repre- 
senting the nation’s savings to the credit of 
the Government.” 


“What R. Rs. are 
Trying to Do”—F. F. Harrison 


A warning to business men that they 
may have to do with considerably less 
transportation in the coming months 
than in the past months, and that they 
must get along without protest, is given 
by Fairfax Harrison, President of the 
Southern Railway, and head of the Rail- 
road War Board, in an article in the 
current issue of the Railway Age Ga- 
sette entitled, “What the Railroads Are 
Trying to Do,” in which he makes an em- 
phatic denial that the railways have 
broken down, saying they are transport- 
ing more freight than ever before in the 
history of the country. 

“To furnish transportation in the largest 
measure is what the railroads are trying to 
do,” Mr. Harrison says. “The transportation 
machine, in-spite of the vicissitudes of past 
years, is an effective vehicle for doing the 
business of the country and for performing 
the additional duties which the present situa- 
tion has put upon it. It cannot be suddenly 
amplified. That takes time, even with the 
Government behind it. It may be that some 
transportation must wait for happier times; 
it may be that many of those who are seeking 
to continue their commercial mode of living 
as though a state of war did not exist will 
have to change their methods. The common 


good requires that the necessary things be done 
first, if a choice must be made.” 








Straus Advises 
Labor and Capital 


Oscar Straus offered sound advice at 
the Central Park mass meeting, says The 
Annalist, when he said that if capitalists 
had differences they should compose 
them, and if laborers had differences they 
should compose them. This is no time in 
which even remotely or by indirection to 
weaken the country by internal dissen- 
sions of any sort, for there is an enemy 
without. Every lockout, every strike, 


every dispute, whether among capitalists 














+~—N. Y. Tribune. 
“WHO SAID THIS WAS WALL STREET’S WAR?” 


or among laborers or between them, im- 
pairs the efficiency of the country when 
every effort should be put forth to keep 
the production of necessities at the maxi- 
mum and when every shadow of differ- 
ence within our own borders should be 
obliterated that a united nation may ex- 
ert its full force against a dangerous foe. 
The obligation rests upon capital and 
labor alike. 

The way to compose differences is not 
to give one side all of its contention and 
deny all to the other. Nor must either side 
attempt merely under the stress of war 
what would in time of peace be regarded 
as unfair to the other side. Capital must 
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not say to labor: “Yield up all the rights 


which you have attained in the past,” nor . 


must labor say to capital: “Pay us any- 
thing we ask because you cannot help 
yourself.” That is not to compose dif- 
ferences ; rather it is to attempt tyranny. 


Expert Market 
Opinion 

Sheldon, Morgan & Co.—The outlook for 
the stock market is now such as to invite care- 
ful investment because such laying out of 
funds is essentially based on purchase after a 
decline. The recent lowering of quotations 
was due to fear, not to fact. Peace possibili- 
ties have been featured in newspaper head- 
lines, but we venture the prophecy that within 
a very short time we will again read of the 
necessity of thoroughly whipping the idea of 
world domination out of Germany before we 
can hope to reach any agreement with her. 
There is no foundation for the expectation 
that the people of that country will voluntarily 
destroy their military aristocracy. 

Good purchases at this time will lie, first 
of all, in short-term bonds—secured paper 
maturing within from two to four years. The 
bonds of railroad equipment companies in 
general should prove satisfactory, because the 
plants of such corporations will undoubtedly 
be maintained at capacity production with a 
fair margin of profit. Locomotives and cars 
are needed in enormous amount by our Allies, 
while our own transportation lines have been 
skimping on maintenance of their rolling stock 
for so long that it is only a question of time 
when they must place record-breaking orders 
with the equipment companies. 


J. S. Bache & Co.—The current situation 
in the stock market, when it can be reliably 
analyzed, is of great assistance in determining 
the conclusions of the best financial thought 
of the country on the effect which the great 
and small movements throughout the world 
are liable to have-upon business and material 
prosperity. The present market is no excep- 
tion. What will results be from the action at 
Washington on prices and taxes—the collapse 
of Russia as a present aid to the Allies—and 
the death grip on the Western front? If 
prices are discounting, the worst that can hap- 
pen in any of these directions, the conclusion, 
it seems to us, must be that the best thought 
believes: first, in a sane solution—a solution 
on the constructive side, of the price-fixing 
problem and that of taxation—a solution which 
allows prosperity to continue and will not rob 
enterprise of inducements to put forth its best 
efforts; and, second, a conclusion as to ‘the 
outcome of the war, that with the employment 
of every resource in men, money and produc- 


tion of a nation of 110 millions of people pos- 
sessing $240,000,000,000 in wealth—a people 
who have never been beaten in war—added to 
the extraordinary achievements and still vast 
resources of England, France and the other 
Allies; with all this against her, Germany is 
completely won for Liberty and Civilization. 
sure to be crushed, in the end, and the war 

Any other inference as to what final opin- 
ion is, would mean an outlook for a collapse 
in prices of great proportions and general dis- 
ruption in the business world. 

On the contrary, we have prices holding 
through all these trying times of widespread 
pessimism, with remarkable steadiness. 


Hayden, Stone & Co.—The markets today 
look to Washington; it is there that their im- 
mediate future will be settled. We trust that 
in coming to a decision this thought will be 
borne in mind—that this war must be fought 
by men now living, both financially as well as 
physically. This means financial sacrifice, as 
well as physical sacrifice; but on the other 
hand, any measure that impairs capital value 
will surely prove a boomerang, for it would, 
eventually, throw on labor all the greater 
burden. 

It is rarely that the market’s worst fears 
are realized; we trust it may be so in this 
case. The exasperating delay in Washington 
in coming to a decision on important policies, 
the giving-out of orders one day only to be 
cancelled the next, is having a disastrous ef- 
fect on business. Every day that this con- 
tinues impairs materially the ability of this 
country to support the war financially. While 
this condition continues positive market opera- 
tions are out of the question. The absence of 
liquidation in the face of so many uncertain- 
ties is a significant and favorable omen. 


Knauth, Nachod & Kuhne.—With the suc- 
cessful financing of the July settlement obliga- 
tions, there is an immense amount of money 
available for speculation and investment. Low 
rates for call loans, the known strength of 
underlying conditions, and the large earnings 
reported by many industrial corporations are 
some of the factors making for increased 
speculation by the American public. That the 
mercantile position is sound is shown by the 
fact that commercial failures during the last 
six months were fewer in number than those 
reported during any corresponding period for 
six years. A feeling of uncertainty exists con- 
cerning the working out of the excess profit 
tax and the influence that it and other govern- 
ment taxes are likely to exert upon general 
business. The formulation of a workable pro- 
gram for food control has been attended with 
much difficulty. But the country is making 
progress in transforming the machinery of 
peace into the machinery of war. 





























Money and Exchange 


Position of the Banks—New Liberty Loan— Deposits and 
Loans—The Money Prospect—Weakness of Rubles 





ITH the big Government financial 
operations now under way, wide 
changes in bank reserves from 
week to week no longer have 

the significance that attached to them be- 

fore we entered the war. In last week’s 

New York bank statement, for example, 

excess reserves increased $66,000,000 for 

the average figures and decreased $37,- 

000,000 for the actual condition of Fri- 

day night. The actual excess at $106,- 

000,000 was ample, in view of the fact 

that only reserves on deposit with the 

Federal Bank are now counted. In ad- 

dition to these the banks had $153,000,- 

000 “till money” in their vaults. 

This easy position, accompanied by an 
inactive stock market, has brought call 
money down to a 2 to 3 per cent basis, 
but commercial paper continues to rule 
43% to 5 per cent and not much decline 
from that level is to be expected when 
the constant demands of the Government 
are borne in mind. 


The Next Liberty Loan 


Another $3,000,000,000 Liberty Loan 
is expected at the end of September. One 





billion of this may almost be said to have - 


been already placed, since the first offer- 
ing was oversubscribed about one bil- 
lion, and the Government will undoubted- 
ly give these disappointed subscribers the 
first chance at the new loan. 

There can be no doubt that this second 
instalment will be readily sold. Whether 
the rate will be raised to 4 per cent has 
not yet been decided. If it remains at 
3% per cent the success of the offering 
will depend in considerable part on the 
motive of patriotism, since good tax-free 
municipal bonds are now obtainable to 
vield 4.40 or better. 

The first Liberty Loan caused New 
York bank deposits to drop under loans, 
but they have since recovered, so that 
they are now—including U. S. Govern- 
ment deposits—nearly 104 per cent of 
loans. There is a normal excess of about 
2 per cent at this season of the year. So 
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far, therefore, the war has not resulted in 
any unusual expansion of loans beyond 
deposits. This shows plainly the sound- 
ness of the general banking situation. 
Banking inflation must of course accom- 
pany the vigorous prosecution of the war, 
but so long as deposits continue to exceed 
loans no adverse effects of inflation are 
likely to be felt in the money market. 
Big Crops 

In addition to the Government financ- 
ing, the big crops now growing, which 
are certain to bring high prices, will 
make a heavy call upon the money mar- 
ket. A three billion corn crop, a nor- 
mal wheat crop, more than 400,000,000 


“bushels of potatoes, etc., cannot be moved 


at the current plant of prices without 
requiring a great deal of money. 

It would be unreasonable to expect, 
therefore, any greater ease in the money 
market than now exists. On the con- 
trary the probabilities favor somewhat 
higher rates this fall. But in the redis- 
counting of commercial paper with the 
Federal Banks the country’s bankers have 
a resource which will meet the situation, 
and undoubtedly Britain and France 
could and would send us more gold if 
that step should be considered necessary. 
Hence the money situation need create no 
alarm. 

Weakness in Rubles 

The feature of the foreign exchange 
market has been the further weakness of 
Russian rubles, which have sold at dis- 
count of almost 60 per cent below nor- 
mal. The demoralized condition of Rus- 
sian finance makes it uncertain when a 
reversal of this tendency can occur. The 
strength of exchange on Norway, 
Sweden, Switzerland and other neutrals 
is quite natural now that we are counted 
among the belligerents and have taken 
action to check exports to neutrals, as a 
war move against Germany. The ex- 
change rates with our other allies, aside 
from Russia, show little change, being 
under close Government supervision. 
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A New Industry That One Day May Threaten the Suprem- 
acy of the Automobile—Curtiss and Wright-Martin— 
Present Status arid Prospects : 





By WILLIAM E. CARSON 





HEN the Wright brothers, in 
1908, startled the world with 
their exhibition flights in their 

[8 first aeroplane, they dealt a blow 
to the superstition that man was intended 
to travel on earth alone. With the re- 
moval of that idea, the progress of aero- 
nautics has been amazing, and today the 
aeroplane seems likely to become an im- 
portant factor in the world’s transporte- 
tion. 

Men who try to look into the future 
predict that air travel will eventually be- 
come as safe as land travel, and far more 
speedy. They foresee the time when 
huge aircraft, with all the luxuries of the 
most complete Pullman service, will car- 
ry their passengers at a speed of a hun- 
dred miles an hour or more, and make 
the journey from New York to London 
in less than a day. Aircraft for freight 
and passenger service, these prophets 
assert, will be seen everywhere, and they 
even depict the horror of an aerial 
“flivver.” 

In this country aeroplane manufac- 
turing is an infant industry in which 
only four important companies are en- 
gaged, and their production is not 
large. ‘The principal companies are 
the Curtiss Aeroplane and Motor Cor- 
poration and the Wright-Martin Air- 
craft Corporation. They were the 
pioneers in American aeroplane manu- 
facturing on any important scale, and 
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as an example of what the new in- 
dustry has to offer, their history is in- 
teresting. 


Curtiss Aeroplane 


The Curtiss Company, which will be 
first considered, is a comparatively re- 
cent organization, having been found- 
ed in January, 1916, to take over the 
business started by Glenn H. Curtiss 
for the manufacture of aeroplanes, 
flying boats and motors. A month 
later the company acquired the capi- 
tal stock of the Burgess Aeroplane 
Company which has plants at Marble- 
head, Mass., Hammondsport, N. Y., 
Buffalo, N. Y., and Toronto, Canada. 
These plants the company is now oper- 
ating. 

The capitalization of the Curtiss 
Company consisted of $2,000,000 first 
convertible gold notes, due January 
1918-1922, $2,000,000 ten year 6 per 
cent. gold notes due 1927, $6,000,000 7 
per cent. cumulative preferred stock, 
par value $100, and 150,000 shares of 
common stock of no par value. The 
preferred stock has recently been sell- 
ing in the vicinity of $75, while the 
common stock has risen from the low 
mark of $15 last March, to the neighbor- 
hood of $43. 

This company is able to build all 
types of aircraft, Mr. Curtiss having 
constructed over three hundred differ- 





























ent types of machines, including hy- 
dro-aeroplanes, bombing and _ scouting 
machines and flying boats. Work is 
now under way to construct three non- 
rigid dirigibles for the United States 
Government, to cost $122,250. The 
government is reported to have taken 
an option on $35,000,000 of the com- 
pany’s production for the next nine 
months, and the plants are now work- 
ing on a $15,000,000 order for aero- 
planes, parts and motors for the Brit- 
ish Government. 

In 1916 the United States Govern- 
ment added sixty-five aeroplanes to its 
service, and of this number the Cur- 
tiss Company furnished sixty. Train- 
ing machines, in large numbers, have 
been turned out for the British Gov- 
ernment at a cost of $8,000 each. 


Profits 


The profits of the Curtiss Company 
from January to December, 1916, 
were $1,821,792, or at the rate of ap- 
proximately $2,000,000 a year. In 
1916 the gross business amounted to 
over $6,500,000. No figures for 1917 
are obtainable yet, but it is known that 
the company is doing an enormous 
business, and it is estimated that the 
7 per cent preferred dividend is being 
earned from six to seven times over, 
while about $10 a share is being earned 
on the 150,000 shares of outstanding 
common stock. 

At a recent meeting of the Curtiss 
directors at Buffalo, plans were made 
for a co-ordination of Willys-Over- 
land interests with the company, John 
N. Willys having been elected presi- 
dent. It was announced that new 
orders for aeroplanes and motors, 
amounting to-over $2,000,000, had been 
taken since the last board meeting. It 
has been stated since that the com- 
pany’s orders—present and prospec- 
tive—including contracts with the 
Allies, may eventually run as high as 
$60,000,000. 

Increasing business having made 
necessary an addition to the capital 
stock, the company’s directors author- 
ized the issue of 63,000 shares, to be 
offered to stockholders at $35 a share. 
Both preferred and common stockhold- 
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ers of record July 3 had the privilege 
of subscribing to these shares, which 
were apportioned in the ratio of 30 
per cent of the old shares held. 

The Curtiss plants have a present 
capacity of 1,500 motors and 1,500 ma- 
chines per annum. These motors and 
machines, which have been developed 
to a high state of efficiency, have re- 
peatedly passed severe tests. 


Wright-Martin Aircraft 


A different story is to be found in 
the career of the Wright-Martin Air- 
craft Corporation which, through mis- 
management, was not making any net 
money until recently. Even with a 
new and efficient directorate the com- 
pany is not likely to clear a profit for 
some months to come. 

The company’s capitalization origi- 
nally consisted of 500,000 shares of no 
par value and $5,000,000 7 per cent 
cumulative preferred stock, par value 
$100. This was increased on May 24 
of this year to 1,000,000 shares of 
common stock, the preferred remain- 
ing as formerly, and the additional 
stock was offered to the stockholders 
at $5, being offered pro rata with their 
former holdings, 


At the time of its organization, the 
company acquired the right to manu- 
facture the Hispano-Suiza motor by 
license from the French Government. 
The company is now producing 100 
motors a month, and will eventually 
increase the output to 300. Some 
months ago an>-erder for 450 motors 
was received from the French Gov- 
ernment, the price being $5,000 each, 
with a profit of $1,500. Based on a 
production of 100 motors a month, the 
profits from this source alone would 
approximate $150,000 monthly. 

As the company has only $5,000,000 
preferred stock and the 7 per cent 
dividend requirements call for but 
$150,000 per annum, this amount will 
in all probability be earned from three 
to five times over in 1918, leaving an 
appreciable surplus applicable to the 
common stock. The latter has been ac- 
tive of late, having sold over $19. 

The preferred stock, inactive, and sell- 
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ing at between 50 and 60 occupies a par- 
ticularly attractive position at this time. 

In the April 14th issue a member of 
the staff made a careful investigation in- 
to the affairs of Wright-Martin. His 
conclusions were that the company 
needed three things to put it firmly on 
the road to success, namely: A good 
management, sufficient working capital 
and a program to insure uninterrupted 
operations at capacity. It appears that 
all these things are close to fulfillment. 
The present management is regarded as 
a very capable one, the sale of stock re- 
cently provided the company with be- 
tween $2,000,000 and $3,000,000 work- 
ing capital and the Government’s huge 
aeroplane program should provide the 
company with all the business it can 
handle. 

Under the cross licensing agreement 
which Wright-Martin and the Curtiss 
have made with independent manufactur- 
ers through the medium of the U. S. Gov- 
ernment, the independents can build un- 
der the patents of both companies but for 
each machine turned out must pay $135 
to the Wright company and $40 to the 
Curtiss company until the total payments 
in both cases reach $2,000,000. This ar- 
rangement should help both companies 
materially in the matter of working capi- 
tal, though, of course, the Wright com- 
pany receives its pay more than three 
times faster than Curtiss. 

The Wright company has obtained an 
order for 550 Hispano-Suiza motors from 
the U. S. Government at a price of $5,500 
a piece and on which it will make sub- 
stantial profits. This, however, has noth- 
ing to do with the appropriation of near- 
ly $700,000,000 recently authorized, and 
, Bae which the company expects some 
very large orders. If the business de- 
velops to the extent indicated at this 
writing there will be need of a much 
larger working capital and the U. S. 
Government, as the English Government 
did, will in all probability be willing to 
make advances against contracts suffi- 
cient to provide the required working 


capital. 
Other Companies 
From the investor’s point of view 
these- two companies, which are suc- 
cessfully engaged in aeroplane manu- 
~ facturing, and are likely to get the bulk 


of the first orders for the new govern- 
ment aircraft, are well worth consid- 
ering. Other companies, however, are 
entering the field while the linking of 
the automobile industry with this new 
branch of manufacturing also opens 
new possibilities for the motor issues. 

At the present time, exclusive of the 
Curtiss and Wright-Martin companies, 
there are over twenty companies in 
this country engaged in the manufac- 
ture of aircraft or aircraft accessories. 
Of these the following—all substan- 
tially capitalized—are the most impor- 
tant: 

The Standard Aeroplane Company, 
Plainfield, N. J., considered by some 
authorities to rank next to the Curtiss 
Company. Has large manufacturing 
plants, and is making different types 
of aeroplanes, some of which have 
been adopted by the United States 
army. Is also turning out a new type 
of training machine. 

The Sturtevant Aeroplane Company, 
Jamaica Plains, Boston. Makes the 
Sturtevant type of aeroplane and 
hydro-aeroplane, and manufactures tur- 
bine rotary motors extensively. 

The Thomas-Morse Aeroplane Com- 
pany, Ithaca, N. Y. Manufactures the 
Thomas aeroplane, the output includ- 
ing swift scouting machines, training 
machines and other types. Has re- 
ceived orders from the army and navy 
departments. 

The Aeromarine Plane & Motor 
Company, Keyport, N. J. Is doing a 
large and increasing business in the 
manufacture of aeroplanes, seaplanes 
and other machines. 

Other companies engaged in the 
manufacture of aeroplanes, motors and 
parts are: The L. W. F. Engineering 
Company, College Point, N. Y.; the A. 
S. Heinrich Corporation, Freeport, L. 
I., N. Y.; the General Aeroplane Com- 
pany, Detroit, and the Flint Aircraft 
Company, Flint, Mich. The Connecti- 
cut Aircraft Company, New Haven, 
Conn., is confining its output to a new 
type of dirigible. 

The Nordyke-Marmon Company, 
Indianapolis, the Dusenberg Motor 
Corporation, New York, and the Hall- 
Scott Motor Company, San Francisco, 
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are engaged in the manufacture of 
aeroplane motors. The company last 
named is the second largest motor 
manufacturer in the United States. 
The General Vehicle Company, Long 
Island City, N. Y., is making the 
French “Gnome” motor, and is about 
to enter the aeroplane field. 

As the Aircraft Production Board 
has stated that every legitimate air- 
craft company will get a share of the 
government’s orders, some of the com- 
panies above named may develop ex- 
tensively in the next few years. More- 
over, if American manufacturers can 
produce aircraft to equal or surpass 
the machines that are now being made 
in Europe, important commercial de- 


was a small, crude, unreliable affair, 
popularly regarded as a joke. Once 
started, however, improvements fol- 
lowed in such rapid succession that in 
1900 there were Panhards and other 
cars running at the speed of sixty 
miles an hour. By 1906 automobiles 
had come into general use and 48,000 
were registered in the United States 
in that year. 

To-day the automboile is every- 
where—in the form of pleasure cars, 
motor trucks, farm tractors and other 
varieties. The automobile has revolu- 
tionized road travel, and there are now 
a million and a half cars registered in 
the United States. Automobile man- 
has become one of the 


ufacturing 
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Nearly Completed Machines for Our Great Aerial Fleet. Scene “Somewhere in the United States™ 


velopments may follow when peace re- 
turns. 

In this connection, it is of interest 
to add, that in England, at the present 
time, a committee of 125 experts is 
working out the problem of aerial 
transportation after the war. It has 
been stated that routes for mails, 
freight and passenger service have al- 
ready been planned, including direct 
lines to South Africa, India and other 
points in the Orient. A transatlantic 
service has also been arranged. 


Growth of the Automobile 


_ When the horseless carriage made 
its appearance twenty years ago, it 


world’s foremost industries, with an 
enormous capitalization. The pioneers 
in this country, in many cases, have 
become multimillionaires, while in- 
vestors who bought the stocks of some 
successful companies have made for 
tunes. 

Improvements in aircraft have been 
steadily made since the exhibition 
flights of the Wright brothers nine 
years ago, while the war has not only 
proved the value of the aeroplane for 
military purposes, but has brought 
about further improvements. In the 
armies now fighting in Europe thou- 
sands of aircraft are employed, and 
their number is steadily increasing. 
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The aeroplane, in fact, has become the 
eyes of the modern army. Without its 
force of aviators, scouting, mapping, 
photographing and dropping bombs on 
the enemy’s artillery, ammunition de- 
pots, railroad centers and food stores, 
an army would be unable to move 
forward. It is now being realized that 
the army that controls the air may 
be victorious. 


Vast Sums Expended 


All the great European countries 
now at war have expended vast sums 
on their aerial forces. Early in the 
war Great Britain decided to give 
orders to all manufacturers who could 
supply aeroplanes or accessories. At 
the present time thé British Govern- 
ment is getting about 30,000 machines 
a year, and is keeping 958 contractors 
busy. Last year, Great Britain spent 
$575,000,000 for aeronautics, and is 
spending a billion dollars this year. 

The French are also spending large 
sums for their Nieuports and other 
warplanes, while the Germans are 
competing with their redoubtable Fok- 
kers. The combined English and 
French output is now about 50,000 ma- 
chines a year. 

A number of leading American ex- 
perts in aeronautics were recently sent 
to work in the leading English plants, 
to gain practical ideas in aeroplane 
building and aviation methods. In 
addition to this, by arrangements with 
the allied powers, the United States 
will obtain the plans of the foreign 
motors that have stood the test of 
war, for the purpose of duplicating 
them in this country. 


Manufacturing Difficulties ° 


There appears to be a popular im- 
pression in this country that as soon 
as government orders are distributed, 
the automobile companies will be able 
to turn out aeroplanes almost as 
quickly as the Ford Company pro- 
duces “flivvers,” but even a brief re- 
view of the facts is sufficient to show 
the absurdity of such an idea. 

Only those conversant with aviation 


know the difficulties that confront 
American aeroplane manufacturers. 
The successful aeroplane engine must 
be built to withstand the cold encoun- 
tered at high altitudes. Moreover, it 
is more difficult to make aeroplane en- 
gines than automobile engines, be- 
cause the former is a hundred per cent 
engine, working at maximum power 
from the time it leaves the ground. On 
this account the life of the engine is 
less than a hundred hours, and after 
that it must be removed and taken 
apart to be rebuilt if necessary. 

Since Bleriot made his flight across 
the English Channel in 1909 in a mono- 
plane, driven by a 25 horsepower en- 
gine, there has been a wonderful de- 
velopment in motor construction. At 
that time the most powerful motor 
was the 100 horsepower Antoinette. 
This year planes have been built with 
a total of 2,000 horsepower and more. 
So rapidly are improvements intro- 
duced that even a machine thirty days 
old may become obsolete on the battle 
front. Speed has risen from 50 miles 
an hour to 130 miles—the maximum 
rate of the swiftest. European ma- 
chines. 

Now that the government has pro- 
vided a large initial appropriation for 
22,625 aircraft, which will probably be 
increased to a billion or more as ma- 
chines are needed, a vast field is open- 
ing for aircraft manufacturing. Even- 
tually the best brains in the country 
will be turned in this direction, with 
the result of increasing the quality 
and quantity of the output. 

The cost of aeroplanes, it miay be 
added, ranges from $5,000 to $30,000 
each, and it was stated in the discus- 
sion of the aircraft appropriation bill 
in the House of Representatives that 
some of the large European warplanes 
cost as much as $75,000 each. Aero- 
plane motors range from $3,000 to $5,- 
000-each. When aeroplanes are order- 
ed by the thousand these costs may 
perhaps be reduced, but in any event 
the profits are likely to be large. 

Bearing these facts in mind, the 
future of legitimate aircraft compa- 
nies seems to be remarkably bright. 














Reading’s Coal Equities 


More of a Coal Co. Than a Railroad—Reading’s — 
Power—Market Position of Stock 





By A. U. ROSENTHAL 





OAL—COAL—COAL! Wher- 
ever you turn in financial cir- 
cles, itis the cry of coal. In 
1915 we had our boom in the 
munition stocks, the’ original 

“War Babies.” In the great bull mar- 

ket of 1916, we saw the producers of 

some raw materials, steel in particular, 
with paper as a background, soar up- 
ward to unprecedented heights—and now 
coal? Will there be a belated recogni- 
tion marketwise of the most remarkable 
condition in the “Black Diamond” in- 
dustry? That remains to be seen. Suf- 
fice it to say that speculative inquiry is 
slowly but surely beginning to make itself 
felt. Whether active coal companies, rail- 
road companies with coal subsidiaries or 
baby carriage factories, if they have any- 
thing to do with the production of coal, 
they now dccupy the limelight. And justly 

Is not coal the necessity of necessities? 

Does not practically every branch of our 

existence depend directly on the coal 

supply? It is nothing new to say that 
the hampering of our coal supply removes 
the very foundations of all industry. Is 
there little wonder that the mer who 

‘Get there first” in the great game of 

Wall Street are sharpening up their 

speculative pencils and are attempting 

to sense the drift of speculative enthusi- 
asm ? 

In a recent issue of THE MAGAZINE OF 
WALL STREET appeared a careful article 
on the existing coal situation, the author 
pointing out that the gross price of coal 
on January 6, 1917, showed an increase 
of 151 per cent over the year previous. 
That this country will have to supply 
the world with fuel owing to the cutting 
off of all foreign supplies; that our gov- 
ernment will need 100 per cent more 
coal than last vear, which will mean an 
additional 10,000,000 tons, in sliort, with 
every factory working at capacity, the 
total demand for coal this year will mean 
an increase of 100,000,000 tons! With 
such a demand, it is obvious that prices 





should work to a high level or at least 
maintain the level they have reached, 
regulation or no regulation. The logical 
deduction from the above premises is 
that the companies having the coal to sell 
will be prosperous in the extreme. 

Which are the companies that will 
benefit? The “pure coal” companies, of 
course, but are there any others? 


A Quasi Coal Company 


More of a coaler than a railroad is the 
Reading company. With its vast coal 
fields and valuable iron properties it 
could as easily be designated an industrial 
corporation as a railroad. The reasons 
for including it among the latter group 
is probably because the railroad end is 
the only tangible part of the operations. 
As difficult as determining the age of 
Ann, is an attempt to analyze the equity 
in Reading’s coal holdings. All we can 
say is that coal is there! Millions upon 
millions of tons of it, and no juggling of 
book accounts can take this equity from 
them. 

Likened to a huge octopus, the Read- 
ing Coal & Iron Co. has bought up and 
owns 55 per cent of the anthracite in 
Pennsylvania. It is true that this com- 
pany produces less than one-fifth of the 
coal marketed, but for this there is a 
reason. Reading expects other anthra- 
cite companies to play themselves out 
some day and that day is not as far off 
as some imagine. It is evident that when 
this condition prevails, Reading’s lands 
will increase in value tremendously. the 
strongest point in this argument is that 
Reading can, at any time, greatly increase 
its production to take advantage of an 
abnormal situation. Such a situation 
may prevail this year and next. Accord- 
ing to Mr. Baer, Reading could, with 
ease, increase her production by 40 to 50 
per cent. In 1911, Reading mined 9,025,- 
000 tons, and in 1916 9,399,722 tons, so 
that such an increase is not yet in evi- 
dence. 
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Let us briefly try to determine the rela- 
tion of the coal and iron company to its 
parent. All of its $8,000,000 capital 
stock is owned by the Reading Co. on 
open account, it owes $71,603,135 to 
Reading on its books. The only reve- 
nue the coal and iron subsidiary has 
yielded has been in the form of interest 
(up to three years ago). The amount 
paid in ten years has been $8,356,420, or 
about 1.2 per cent a year on the debt. To 
the amount must be added sum expended 
by the C. & I. company for new construc- 
tion and improvements, all of which is, 
of course, equity, and we have for ten 
years about $27,000,000, or 334 per cent. 
on the book debt. This is by no means 


increases. The Lehigh has estimated coal 
reserves enough to last it 80 years at 
the present production rate. 

A little company that has contributed 
handsomely to the Reading’s revenue is 
the Reading Irgn Company. The $1.,- 
000,000 stock is entirely owned by the 
Reading company and on it dividends of 
6 per cent per annum. were regularly 
paid since 1904. Besides these regular 
dividends, others of 150 per cent in 
1909, 100 per cent in 1911 and 50 per 
cent in 1914 were paid. Net assets have 
increased from $12,000,000 to over $16,- 
000,000 in a decade. While no exact 
figures of current earnings of this sub- 
sidiary are available, it is stated (and can 








COMPREHENSIVE VIEW OF READING’S OPERATIONS—1910-1917 (AuL COMPANIES) 


Net Total Net Income Surplus Balance % Earned 

Receipts Deductions All Cos. All Cos. for Com. on Com. 
i ceoscdkee 14,013,791 4,798,596 10,776,069 10,342,723 7,542,723 10.77% 
Sh nGedeae hen 13,575,198 4,886,587 7,935,704 7,476,055 4,676,055 6.67% 
St: eenweetay 14,346,340 5,572,375 8,082,215 7,573,802 4,773,802 6.82% 
BN saneskate 15,892,261 5,258,331 15,097,875 14,597,681 11,797,681 16.85% 
are 16,816,969 5,494,907 8,942,951 8,443,631 5,643,631 8.06% 
— rr 14,482,783 5,421,827 9,178,474 8,661,240 5,861,240 8.37% 
Dn Gudessves $15,334,884 $5,457,672 17,453,359 17,032,608 14,232,608 20.32% 
ED ©, cach odies «iat eklivee <0 cena $17,945,751 $17,525,000 $14,300,000 20.34% 











an adequate return on the investment, 
but Reading has not looked for a return. 
Rather, it bases its hopes on the future 
and a good basis it is. The coal and 
iron company has between 1,500,000,000 
and 2,000,000,000 tons of good coal in 
its lands. This supply should insure pro- 
duction for upwards of two hundred 
years. A conservative valuation of their 
properties at present is $45,000,000. 
Purchasers of Reading stock have little 
to fear as far as equity is concerned. 


Lehigh & Wilkes-Barre Coal Co. 


The next coal company of importance 
is the Lehigh & Wilkes-Barre Coal com- 
pany. Through its ownership of 53 per 
cent of the Central Railroad of New 
Jersey, the Reading owns about 50 per 
cent equity in the coal company. Divi- 
dends of 13 per cent were paid regu- 
larly by the Lehigh company in good 
times or bad. In a boom in the coal 
industry, it is safe to say that the earn- 
ings of this company will show sharp 


easily be believed) that they are running 
many times the best previous record. 

There are many other companies 
whose operations have a bearing on the 
Reading company, but to enumerate their 
merits and performances would take more 
space than. is available. It is sufficient 
to know that the combined worth of all 
the properties give an asset value to the 
holding company of over $112 per share. 
This estimate is based upon everything 
tangible and takes no account of the 
enormous coal reserves that most cer- 
tainly have a high value. 


A Bit of the Past 


In 1896, nobody would have given 
much for the stock of the National Com- 
pany, newly named the now familiar 
“Reading.” On September 23 of that 
year a reorganization committee acquired 
the property of the Philadelphia & Read- 
ing Railroad Company and the Philadel- 
phia & Reading Coal & Iron Company, 
and subsequently this company conveyed 
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the control of this property to the Na- 
tional Company. When the said held- 
ing company was renamed “Reading,” 
the capital stock was increased from 
$100,000 to $40,000,000, and about a 
week later it was again increased by a 
$100,000,00 more. 

The start of one of the most prosperous 
holding companies of the world was in 
1871, under the name of the Excelsior 
Enterprise Company, and two years later 
this name was changed to the National 
Company. A policy of too rapid ex- 
pansion and over-ambitious aims, run- 
ning into a time most precarious for the 
anthracite industry, plunged the organi- 
zation into the hands of a receiver three 
years later. 

Affairs progressed slowly af 
reorganization until the interests 
Baltimore & Ohio Railroad and Lake 
Shore & Michigan Southern Railway 
suddenly became aware of the enormous 
undeveloped resources controlled by the 
holding company and in 1993 and’ 1904 
these roads acquired a controlling inter- 
est in the capital stock of the Reading 
company. With a steady hand, the pilots 
of the enterprise acquired controlling in- 
terests in various small railroads running 
near their properties with one end in 
view: the control of the anthracite coal 
industry. This operation progressed 
beautifully until 1913, when the govern- 
ment, in its campaign avainst monopolies 
and trusts, seized upon the Reading com- 
pany as a logical victim. A suit was in- 
stituted against the company and all its 
principal subsidiaries, claiming that they 
were a monopoly in restraint of trade. 
This suit has dragged through nearly all 
of the courts, with the decisions in favor 
of the government so far and the last lap 
of the race is scheduled to be staged this 
year. Whether the Reading company 
will be found to be a monopoly or not is 
purely conjectural. To a layman, it is 
obvious that the Reading company has a 
strangle hold on the anthracite industry. 
The way affairs are shaping themselves, 
primarily because of the war, monopolies 
are looked upon with favor in that they 
tend to make efficient management. No 
matter how the decision is rendered, the 
Reading company has piled up enormous 
profits during its years of unrestraint and 
is in a remarkable position as far as 






equities are concerned. The company 
owns the entire capital stocks of the 
Philadelphia & Reading Railway Com- 
pany, the Philadelphia & Reading Coal 
& Iron Company and the Philadelphia 
& Reading Terminal Company. It also 
owns nearly all of the stock of the Read- 
ing Iron Company, an immensely profit- 
able concern these days. Like a wheel 
within a wheel, it owns the majority of 
stock of the Central Railroad of New 
Jersey, which in turn owns nine-tenths 
of the stock of the Lehigh & Wilkes- 
Barre Coal Company. In addition, it 
has controlling interests in various rail- 
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road companies which feed the Reading 
System. 


Capitalization and Earning Power 


Reserves and equities have a doubtful 
value to speculators who base their oper- 
ations on immediate results. True they 
form the real background, but what we 
are more concerned with at present is 
earnings and how they are likely to be 
affected under an abnormal condition 
such as is likely to prevail in the near 
future. In years past, earnings on the 
common stock have varied but little. 
Previous in 1916 the best earnings re- 
ported were in 1913 and they were 16.85 
per cent. It may seem rather strange 
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that with all its resources a better show- 
ing was not made, but this fact is satis- 
factorily explained when it is realized 
that Reading’s growth was financed en- 
tirely out of earnings. There has been 
practically no increase in capitalization 
since the reorganization in 1896. Speak- 
ing of equities again, it is obvious that 
the procedure directly benefits the com- 
mon stock. 

In 1916, earnings on the common were 
the best in the company’s history. Net 
earnings were 20.32 per cent on the $70,- 
000,000 common stock. A very satis- 
factory showing even in these times when 
large earnings are the rule rather than 
the exception. ' 

For the year ending June 30, 1917, 
net is reported to be almost the same as 
the previous year. This good showing 
is made in face of the share decline in the 
railway net due to enormously increased 
operating costs. Earnings of the Phila- 
delphia & Reading Railway show a 
shrinkage from $6,296,099 to $4,000,000, 
but this loss is offset by the jump, in 
Philadelphia & Reading Coal & Iron net, 
from $1,280,048 to $4,100,000. 

It is obvious that Reading owes its 
good showing to its anthracite depart- 
ment. Record tonnages of coal have 
been produced and sold at high figures 
and there seems to be no let-up in demand 
even at advanced quotations. 

Reading’s Market Position 

Marketwise the stock has advanced and 
maintained its advance better than any 
other railroad stock. In 1916, a record 
high price for all time was reached when 
the issue sold at 115%. Its subsequent 
decline to 8354 is not large when com- 
pared with the action of some of the 
other “rails.” This market action shows 
an increasing appreciation of the stock’s 
potential value. 


It is ever unwise to predict the market 
action of Reading’s stock. There are 
too many factors that go into the mak- 
ing of this speculative favorite’s fluctu- 
ations. The stock is notoriously con- 
trolled by a pool who seem to be able to 
adjust quotations ad lib. These inter- 
ests always have the foundation of won- 
derful “hidden assets” and the prospect 
of increased dividends to work upon so 
that a move may be engineered almost 
at will. When a stock stands in that 
position in the market the first thing 
an outsider should determine is whether 
it is worth the money intrinsically. 
There can be little doubt as to this with 
Reading. The next step is to wait until 
there is little or no speculative interest in 
the issue and if the possibility of in- 
creased earnings or anything else that 
should make for a rise in the stock are 
in evidence he should make his com- 
mitment and wait for developments. 

It would seem that Reading fits this 
classification in every respect. There 
is no interest in it speculatively. The 
coal situation, which.has so direct a bear- 
ing on the company should there be es- 
pecial interest in the production of this 
raw material in the next Bull market, 
holds out exceptional speculative oppor- 
tunities for the near future, but best of 
all, a purchaser of the stock at these 
levels is at least assured that he has a 
stock that is worth the money. We are 
passing through a period of uncertainty 
in all lines of industry and coal is no 
exception. Price fixing, excess profits, 
taxes, and the like, make it almost im- 
possible to diagnose the future of se- 
curity markets, but it can safely be said 
that if there is another boom, the “coals” 
should get their share of attention, and 
a “coaler” with a good foundation, is 


Reading. 














DON’T BLAME WALL STREET 


If a more unpardonable and unprincipaled staterhent has been made by 
any American paper than that by the New York World, to the effect that Wall 
Street is trying to beat down the price of Liberty Bonds in order to insure a 


higher rate of interest for other loans, we have not seen it. 


When Wall Street 


led the nation in its effort to arouse the country to the necessity of subscribing 
for these Liberty Bonds it displayed patriotism to a degree surpassing that of 


nearly all other sections of the country.—Manufacturers’ Record. 
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Protecting Your Dependents 


Suggestions for the Enlisted Man — The Advantage of Trust 
Company Supervision—Trust Funds—Ante- Mortem 
Preparation—Why It Is Best to Make a Will 





By ARTHUR N. SLOCUM 





AVE you made adequate prepara- 
tion to safeguard your family 
or dependents in case you are 
called “to the front” or in the 

event of your death? 

This is a subject which is not by any 
means a pleasant one to discuss, but it 
is one of the most important matters for 
every man to know if he desires to pro- 
tect those who are dependent upon him. 
There is a certain amount of hesitancy 
in attending to thesé items, because no 
one desires to think of the possibilities, 
but it is the unselfish, careful man who 
does think of and attend to such mat- 
ters, and no one enjoying the finer qual- 
ities of mind and sensibility -desires to 
be classed with the selfish and incon- 
siderate. 

There are three distinct steps to be 
taken in making such arrangements: the 
first is arranging the estate, no matter 
how small, so that it may be easily 
handled for the best interests of the 
heirs; the second is placing of the in- 
crements of the estate in such a man- 
ner that the beneficiaries, even during 
the life of the owner, are able to derive 
full benefits with the least risk; and the 
third and most important step is the 
matter of the will and the executor. 


The Investments 

Taking into consideration the fact 
that the owner of an estate which will 
ultimately be used for the purpose of 
giving income to dependents, desires it 
to fulfill the original purpose, there are 
three important items for careful consid- 
eration. 

The first item is to have the various 
increments invested so as to bring a good 
return with more than reasonable safety. 
With the exception of owning a home, 
property is not the most desirable ele- 
ment to consider. However, if the home 
exists during the life of the husband 
and father, it should be one which can 
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be kept up from the income derived from 
the remainder of the estate. It should 
certainly not be encumbered with mort- 
gages or any kind of a lien. It would 
be far better to dispose of all equity in 
even home property .and arrange for 
rental, if there is the chance of depend- 
ents falling heir to encumbered property 
(real estate). 

Having arranged to make the home- 
stead free from all possible encum- 
brances, the next step is to make the 
investment. These investments should 
not be allowed to yield much over five 
and one-quarter per cent. If the flat 
yield does go over this figure, it is very 
possible that there may be one or two 
items which will be liable for total loss 
and thus decrease the income. A reason- 
able arrangement is this (basing the total 
value of the estate at $20,000) : 


Home and property unencumbered. ..... $4,000 
Actual cash in Trust Co., 2% interest.... 1,000 
Guaranteed mortgages, 5%............. 5,000 
Real first mortgage, R. R. bonds, 442%... 5,000 
Real first mort. Industrial Bonds, 5%.... 2,500 
A good list of preferred stocks, 544%... 2,500 

MEE abn ccviducessebatdeahecenteas en $20,000 


The cash in the trust company should 
be a liquid reserve fund to meet any un- 
expected contingency. It should never 
be touched unless in a case of absolute 
necessity. The trust company is the best 
depository for such a fund, because it 
gives the depositor a better rate of in- 
terest, and is just as safe as any other 
form of banking. It .would be best to 
have the deposit in one of the larger 
trust companies of the nearest large city. 
The local National bank could be used 
for depositing the income and for a 
checking account. 

The guaranteed mortgage should be 
one of a duration of not less than ten 
years, and backed by the best title and 
guarantee company available. It is well 
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to investigate the actual property on 
which the guaranteed mortgage is a par- 
ticipation whenever possible, but if the 
guarantor is well known as reliable, it is 
reasonably safe to accept his word for 
the basis of the mortgage. This kind of 
a mortgage permits the owner to be free 
from all complications of a legal nature. 

The real first mortgage railroad bonds 
are differentiated from so-called first and 
refunding mortgage bonds. A bond like 
Iowa Central Ist and refunding 4 per 
cents. would never do. The name is a 
misnomer, for the first mortgage consists 
of a very small proportion of mileage 
and the first lien on a bridge. The help 
of a good financial service and also of a 
trust company should be called in to 
judge this item of the estate as well as 
all other items mentioned. ; 

The first mortgage industrial bonds 
are classified similar to the Central 
Leather Co. Ist 5 per cent. bonds, or. the 
Bethlehem Steel Co. Ist 5 per cent. bonds. 
There are very many excellent examples 
of this form of investment at the present 
time, but the investor must be very sure 
not to be deceived as to the bonds being 
a first lien and having the backing of 
the entire resources of the corporation. 

The preferred stocks should be chosen 
from the tried field. Not only should 
the past history of the company be in- 
vestigated in a therough manner, but the 
record of dividends over a period of 
years and a complete study of the out- 
look for the future should be made. 
Good investments in the railroad field 
such as Atchison Preferred and Union 
Pacific Preferred or even in the Indus- 
trial field such as U. S. Steel Preferred 
or National Lead Preferred are ex- 
amples of this particular form of in- 
vestment. 

An: alternative of a very safe nature 
would be to substitute one of the new 
Government (Liberty Loans): for a first 
mortgage bond of the railroad variety. 
The investments should not be made in 
more than $1,000 in each kind of rail- 
road bonds or more than $500 in each 
class of industrial bonds and preferred 
stocks. Attention should be given also 
to a thorough geographical distribution 
so as not to have the liens covering one 
locality. 


How to Make It Easy for the Beneficiary 


If the father or husband in going to 
fight for his country and the expecta- 
tion of his return to his dependents is 
doubtful, or even if the estate is to be 
arranged for easy liquidation after 
death, there are important steps to be 
taken. 

Should the owner be a resident of 
New York State he must take into con- 
sideration the new law which places a 
tax on all bonds. The bonds should be 
made tax exempt by paying the -costs at 
once. This covers a period of five 
years. Should the bonds not be made 
tax exempt the State authorities will 
step in when inventory of the estate is 
taken and charge a large interest item 
in addition to the regular tax involved. 

Each share of stock should be en- 
dorsed in blank and properly witnessed 
and dated. In the event of the owners’ 
non-return the stock will not have to be 
transferred for sale or to go through 
endless red tape to have the dividends 
go to the proper parties. 

The bonds should be registered as to 
principal and interest whenever possible 
and the owner should furthermore make 
out separate bond powers in blank, hav- 
ing them properly dated and witnessed 
in the same manner as the stock. The 
guaranteed mortgage could easily be 
made out to two parties so that. in the 
event of death of the head of the family 
the proper beneficiary would have little 
difficulty in acquiring the full title. 

During the life of the family head, the 
item of cash in bank should be to the 
credit of a joint account so that no em- 
barrassment will come to the heirs when 
the need of the “rainy day” surplus 
comes. Without question the home- 
stead should be placed in the name of 
the one to whom it is destined ultimately 
to go. There are no other means to get 
away from legal red tape unless this 
idea is fully carried out if the benefactor 
does not go to a trust company. 


An Alternative 


If for any reason the head of the 
family about to depart for war or in 
arranging his ante mortem affairs does 
not desire to go so far in these safe- 
guards, there is the alternative of using 
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the services of the trust company. 
Any trust company will help conserve 
the total property during the lifetime of 
the owner by creating a trust for one’s 
own benefit. This trust can also be ex- 
tended for the benefit of the family after 
death. The trust company takes entire 
charge of all the property at a very 
nominal sum and will do all the work 
of collecting and disbursing the income 
both during the absence of the head of 
the family or in the event of his death. 
There is no limit to the kind of trusts 
which may be created, so that there is 
no excuse for the head of the family not 
taking advantage of this form of protec- 
tion, 

In addition to this, it is possible for 
the trust company to safeguard all the 
increments of investment during the life 
of the principal, without creating a trust. 
Such a form of procedure nermits the 
father or husband to invest with a little 
higher rate of interest than that allowed 
under pure trusts. The company. will 
keep these investments in a_ private 
vault, collect and disperse all items of 
income, and, furthermore, look after the 
individual securities so that they will not 
lose from improper watching. 

Keep Records 

A complete list of all securities 
owned by the estate should be left en- 
closed with the will and another copy 
given to the principal beneficiaries. In 
this way there exists a complete check 
on the estate and a safeguard against 
any crooked dealing. The deed for the 
homestead and all receipts denoting that 
taxes have been paid to date should be a 
part of the contents of the safe deposit 
vault or go to the trust company han- 
dling the business. The deed. must be 
entered on the county records and all 
papers relating to the insurance of the 
title to the property or fire insurance on 
the home should be attached. A per- 
sonal property inventory of effects be- 
longing to the household showing the 
location and original cost should be a 
part of the records, for this is a very 
necessary item of proof for collection 
in case of fire. 

As Executor 


A trust company is a thousand times 
safer than an individual for the purpose 


of conserving the estate, either on the 
basis of trusts while living or executor 
duties after death. The trust company 
cannot charge more than the legal rate 
for such duties and in addition to this 
feature there is no possibility of undue 
risks such as arise in a one man trust 
proposition. 

The head of a family often has a close 
friend in whom he has implicit confi- 
dence. He thoroughly believes that this 
friend will do more for his dependents 
than a trust company. He does not 
take into consideration the personal ele- 
ment which exists wherever the indi- 
vidual is concerned. This element is 
that, because a man is human, he may 
be swayed by ulterior influences even 
if under bond to protect the estate. This 
friend may become seriously incapaci- 
tated mentally or physically. He may 
die soon after or before the family head, 
or his personal affairs may become so 
pressing that his time is not given to the 
interests of the estate or trust which he 
controls. It is neither doing the heirs 
or dependents a favor, nor is it doing 
the trustee or executor a favor to put 
him in this position. 

The employment of a trust company 
in the fiduciary capacity is the only ra- 
tional method of procedure. The trust 
company performs its acts strictly in an 
impersonal method, under stringent laws 
of control and through committee de- 
cisions. Two heads are better than one 
and two or more experienced heads are 
infinitely better than one possibly very 
inexperienced head. 


Eliminate Legal Items 


In addition to the care in selecting a 
competent trustee or executor, the war- 
rior about to leave for possible death 
must try to eliminate as many legal 
complications as possible. There is 
nothing which will eat up an estate so 
quickly as to get it tangled up with law 
expenses. There is certainly a place for 
the legal element in our worldly affairs, 
but the more the law and lawyers are 
kept away from an estate or trusteeship, 
the greater is the amount conserved for 
the dependents. The trust companies 
all maintain legal departments, which 
service comes under the regular expense 
of administration. The extras are done 
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away with and the costly red tape is pre- 
vented to the distinct advantage of the 
beneficiaries. 

The Will and the Executor 


Every man without exception should 
make a will. If he dies without a will 
the law steps in with all its costly fea- 
tures and regardless of the actual needs 
of the heirs, settles according to law and 
not according to reason how the estate 
should be divided. There are set rules 
for the division of an estate when the 
owner dies without a will. In addition 
to this it is the usual custom for the 
courts to appoint the administrator who 
is nearest of kin without much regard 
for his or her ability to administer. In 
this way much money, both from income 
and principal, is lost. By all means do 
not neglect to make a will if it is your 
desire to give those dependent upon you 
the full benefit of what you wish them 
to have. 

Make the will just as short as possible. 
The more words used in a will offer 
greater opportunities for ambiguity and 
therefore legal complications. If the 
testator can compress the will into one 
or two simple paragraphs, there will be 
a greater chance for the will to stand. 

One excellent method is to place the 
investments in the names of those to 
whom the will directs they shall go, be- 
fore the death of the head of the family. 
Such beneficiaries may sign the certifi- 
cates in blank or give unfilled-in powers- 
of-attorney for the bonds. The invest- 
ments are therefore negotiable during 
the life of the owner, though not in his 
name. If you own 5 shares of Atchi- 
son preferred stock and desire it to go 
to your wife, Jane Smith, after you die, 
so designating this amount in your will, 
have the transfer made, at the time of 
purchase, to Jane Smith. Jane Smith 
may then endorse the certificate in blank 
and it is usable for your own purposes 
during your life and you may sell or 
change your purpose at any time, for 
the stock has been made negotiable. 

Either have your own lawyer draw 
our will or have the trust company do 
it for you. Do not attempt a_holo- 
graphic, or home made will. The law 


has a language all its own and the lay- 
man is absolutely unacquainted with it. 





A number of years ago one of the 
justices of the Orphans’ Court of Penn- 
sylvania drew a full and complicated 
will. He had been passing on the valid- 
ity of wills for years and yet his own 
will was éasily broken. Very few doc- 
tors can cure their own diseases and very 
few lawyers can do their own legal 
work. It is therefore best to follow the 
plan of brevity and clearness if it. is 
your desire to properly safeguard your 
dependents. 


What an Executor Must Know 


Above all else do not make a relative, 
or any other single person, whether 
friend or lawyer, the executor of your 
will. Here are a few “qualifications for 
an executor” suggested by H. A. Blod- 
gett in his pamphlet of that name: Real 
estate values, the true value of various 
classes of securities, the trend of the 
money market, the laws and ordi- 
nances affecting property, including 
the Federal Income Tax Law, the In- 
heritance Tax Law, the Exempting of 
Bonds and Trust Funds. He must also 
have a good knowledge of reports con- 
structed in legal form, bookkeeping, and 
legal accounting. He must be a man of 
keen knowledge and experience and he 
must not have any partiality for one 
heir over another. In fact, the forego 
ing are but a few requirements for a 
mediocre executor. Why not be on the 
safe side and employ a competent trust 
company in the first place? 

When a trust company is employed 
with the expectation of handling all the 
financial details of the man who is leav- 
ing for the “front” or intends to be away 
for an indefinite period; the Trust Fund 
is the instrument utilized to effect this 
financial relationship. 

This Trust Fund will take charge of 
all the property of the soldier or traveler. 
Without his assistance it will collect his 
income from every available source, pay 
his taxes, insurance, fixed expenses and 
in addition will invest his surplus from 
the accrued income or either remit the 
proceeds of the income to him or to some 
one whom he may designate. 

A complete and understandable state- 
ment of all such transaction is rendered 
periodically to the owner and, in case of 
his death, the Trust Fund will be trans- 
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ferred to the beneficiaries either desig- 
nated in the Trust Agreement or in his 
will. 

“The Trust Company acts as repre- 
sentative for living or dead in practical- 
ly every legal relation in which an in- 
dividual can act. It must not only keep 
intact the estate of which. it has charge, 
but must safeguard the interest of every 
beneficiary.”* 

The writer has endeavored to point 
out the safest and best methods for the 
soldier who is leaving for the front or 
the careful man who hopes to best con- 
serve his estate for his dependents. 
The trust company is a national institu- 
tion. Its business is the safekeeping of 
securities, the management of property 
and the collection of incomes. These 
items are as much in its province as the 
care of teeth is the real business of the 
dentist. One does not go to the lawyer 
with a bad molar, therefore why permit 
an inexperienced man to guard all you 
own which you purpose to be left for the 
comfort of your wife or children? 


The Summary of Precaution 


When going away to fight for your 
country or preparing your estate for 
your dependents in case of your death: 


*Ralph W. Davis. 





Be careful to choose good and diversi- 
fied investments. 

Have them carefully analyzed by ex- 
perts before purchase. 

Keep sufficient ready money within 
easy reach. 

Do not invest in real estate except for 
a home. 

Do not attempt to get too large an 
income. 

Permit a good trust company to han- 
dle the estate for you if you are called 
away from home to service. ~ 

Establish a trust fund during your 
lifetime. + 

Keep your securities negotiable and 
endorsed. 

Insure 
deeds. 

File all tax bills with your deeds. 

Tax exempt all bonds. 

Make a short will, uncomplicated in 
form. 

Make the trust company your ex- 
ecutor. 

Have 
holdings. 

Make provision for “switching” an 
investment if it appears to have turned 
out badly. 

Keep as far away from 
possible. 


land titles and register all 


periodical analyses of your 


law courts as 








REASON 


IT OUT 


One of Wall Street’s successful plungers believes that ‘the real cause of the 
famed “ill-luck” of the every-day speculator is his dependence on luck. 
“Wall Street,” he remarked, “is warming with more indolent lambs, per- 


haps, than any other district in the country. 
here does so in the most childlike and trusting manner imaginable. 
a comfortable brokerage office, discusses non-essentials with 


The average man who speculates 
He sits in 
eople who can’t 


tell him anything, and expects some kind Providence to single him out as the 


object of her affections. 


“If, instead of playing tips and buying on nothing more tangible than ‘hope’ 








a man would investigate the companies he buys into and reason out the condi- 
tion affecting them, he would be twice as successful. Ask any successful specu- 
lator about the companies he is interested in and you will find him full of up- 
to-the-minute information that’s real; go into a brokerage office, on the other 
hand, and discuss things with the customers and you will find that most of them 
know less about what they’re doing and why they're doing it than you would 
know about the business they have deserted. The average man’s information 
is gleaned from public market letters of the kind that essay to do your thinking 
for you; the successful man’s information comes directly from the factory, the 
mine or the inside office itself."—The Wall Street Journal. 
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Railroad and Industrial Digest 





Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and Mining 


Digest, contain condensations of the latest néws om the companies 
are not to be considered official unless so stated. Neither 


mentioned. The items 
HE MAGAZINE OF WALL STREET 


nor the authorities for the varicus items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate and trustworthy. 
Market commitments should not be made without further corroboration.—Editor. 





RAILROADS 





Atchison. — Purchased 3,800 new freight 
cars at a cost of $8,910,000; also 130 new 
locomotives at a cost of $6,500,000. 


At. & Charlotte Air Line—The N. Y. 
Stock Exchange admitted to list, this Co.’s 
$4,000,000 additional first mortgage 30-year 
5% bonds, Series B, due July 1, 1844. 


At., Gulf & W. I. Lines.—Has in its treas- 
ury about $8,000,000 cash, a sum equal to 
more than $50 per share on the common 
stock. Some of this will be needed to pay 
the excess profits tax for 1917. On the other 
hand, the accumulation in cash from now 
on during the balance of 1917 should be suf- 
ficient to offset this war tax. 


B. & O.—In the 12 months ended June 30, 
1917, earned over $33,000,000 net. operating 
revenue, or about $750,000 more than in the 
previous year, when 7.4% was earned on the 
common stock. In the years ended June 
30, 1915 and 1914, the net revenue was $27,- 
890,290 and $24,760,621, respectively, and the 
amounts earned on the common stock were 
5.5% and 4.5%. The gross revenue for the 
12 months ended June 30, 1917, totals $122,- 
500,000, a gain of $10,831,000 over the previ- 
ous year, or 9.7%. The increase was greater 
in the second than in the first half of the 
year, the figures being $5,300,200 in the six 
months to Dec. 31, 1916, and $5,530,000 in the 
six months to June 30, 1917. 


Buff., Roch. & Pitts. —A syndicate has 
jointly purchased a new issue of $1,600,000 
of this company’s 5% equipment trust cer- 
tificates. This issue is free of Pennsylvania 
State tax. 


Cent. of Georgia.—Allowing for 6% divi- 
dends on the $15,000,000 preferred stock, the 
balance remaining of this company’s 1916 
net income of $2,649,651 is equivalent to 
$34.99 a share on the $5,000,000 common 
stock, compared with $15.88 a share the 
previous year. Balance sheet, as of Dec. 31, 
1916, shows a profit and loss surplus of 
$3,556,631, compared with $2,649,366 Dec. 31, 
1915. 


Central Pacific—The Cal. R. R. Comm. 
authorized this company to purchase for 
$39,994 the Lincoln Northern Ry., a _ pro- 
jected line extending from Lincoln, Placer 
County, Cal., to Dairy Farm Mine, 11 miles. 


Ches. & Ohio Northern.—The Ches. & 
Ohio’s new cut-off line, Chesapeake & Ohio 
Northern, which will afford C. & O. a direct 
route to the Lakes by use of 32 miles of 
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trackage rights on the Norfolk & Western, 
has been formally opened. The line extends 
from Edgington, Ky., to Glen Jean, O. The 
cost of the route, which includes a bridge 
across the Ohio River, was approximately 


$4,000,000. 


Ches. & Ohio.—During the fiscal year to 
June 30, 1917, it is understood that C. & O. 
earned about 14% on its $62,792,600 common. 
In the 1916 year share profits for the com- 
mon were 10.95%. C. & O. has been paying 
regular dividends of 4%. The balance of 
10%, or over $6,000,000, in year was turned 
back into property or added to working cap- 
ital. Fora railroad C. & O. has a substantial 
net working capital. At the end of the 1916 
year it amounted to $11,382,000 and on June 
30, 1917, was substantially larger. 


Chic. Burl. & Quincy.—Has filed with the 
Wyoming P. U. Comm. an application for 
an increase in interstate freight rates on coal 
at 15 cents per ton. 


Chic., R. I. & Pac.—The N. Y. Stock Exch. 
admitted to the list this company’s tem- 


porary certificates for 7% preferred stock, 


temporary certificates for 6% preferred 
stock and temporary certificates for common 
stock. The Boston News Bureau ‘stated that 
this company in 1917 would show much the 
largest gross earnings in its history, ac- 
cording to indications. For the six months 
ended June 30 gross earnings increased over 
$5,000,000, compared with the corresponding 
period in 1916. Total gross earnings were 
$41,777,058. Compared with the first half 
of 1915, the increase was over $9,000,000, or 
nearly 28%. Crop and business prospects 
in the road’s territory are promising and 
it is expected that the second half year will 
continue to record gains over 1916. 


Chic., Mil. & St. Paul—This company’s 
preliminary June figures indicated gross and 
net comparisons similar to those of May. 
The 12 months should show some margin 
over dividends. Directors reduced the semi- 
annual dividend on the common stock from 
2U%4% to 2%. The usual 34% semi-annual 
dividend on the preferred was declared. The 
reduction of the dividend directed attention 
to the St. Paul’s earnings in recent months. 
While the gross income since Jan. I has been 
running at a high level, increased expenses 
steadily have eaten into the receipts. In the 
five months ended May 31 the road reported 
to the I. C. C. a gross revenue of $42,871,971, 
an increase of $791,978 over the same period 
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last year, but the net earnings, after taxes 
were paid, were $1,806,380 less than a yéar 
before, with a total of $8,528,447. 


Del. & Hud.—Sold to a syndicate headed 
by Kuhn, Loeb & Co. an issue’ of $9,000,000 
three-year 5% notes, which will be offered 
to investors at or close to par. The N 
Stock Exch. has stricken from the ‘list this 
Co.’s 5% subscription receipts, full paid and 
interest from Oct. 1, 1915, for 20-year con- 
vertible 5s, due 1935. 


Illinois Central—General superintendent 
of the road states: “The Illinois Central has 
already made great strides. We have in- 
creased our car miles from 26 to 44 a day, 
an increase of 69%, and our load from 25 
to 27 tons a car. Our bad order cars have 
been reduced to 5.1% against 9.6% two years 
ago. This saving is immeasurable.” 


Kan. City & Pac.—The N. Y. Stock Exch. 
announced. that notice having been received 
that the interest matured Feb. 1, 1917, on 
this road’s first mortgage guaranteed 4% 
gold bonds, due 1920, would be paid on pres- 
entation of coupons on and after July 31, 
1917, but that payment of interest due Aug. 
1, 1917 will be deferred. The committee on 
securities had ruled that said bonds be 
quoted on July 31, 1917, ex the Feb. 1, 1917, 
coupon; that until further notice said bonds 
continue to be dealt in “flat,” and must carry 
the Aug. 1, 1917, and subsequent coupons 
to be a delivery. 


Lehigh Valley —When the railroads oper- 
ating in the anthracite regions in June broke 
all records for handling hard coal, the 
Lehigh Valley led the list with a total of 
1,347,205 tons, or 18.74% of the total. This 
was nearly 350,000 tons more than was 
handled by the road the previous June. 


Maine Central.— Filed with the Maine 
Utilities Board a schedule increasing mile- 
age books % cent a mile. 


Miss. Pacific.—The N. Y. Stock Exch. ad- 
mitted to the list Miss. Pac. $53,248,200 trust 
certificates for common stock and $34,573,- 
500 trust certificates for preferred stock. 


N. Y., N. H. & Hartford.—All previous 
records on the N. H. R. R. were broken dur- 
ing May and June in the number of cars 
of all-rail coal handled. In May the New 
Haven handled 17,168 cars of hard and soft 
coal all-rail. This is the largest number of 
all-rail coal cars handled in any one month 
in the New Haven’s history. -In June, 15,974 
cars were handled, and with the exception 
of the May record, this number is larger 
than any previous report on record. 


N. Y., Ont. & West—As the result of an 
active coal business, present and prospective, 
and also the substantial decrease in its fixed 
charges, this company, controlled by the 
New Haven through ownership of 50% of 
its stock, promises in 1917 to experience its 
best year in a long time. 








Norf. & West.—Expenses since Jan. 1 have 
been mounting somewhat more rapidly than 
gross revenues, and net in the first half of 
1917 has been under that of the 1916 record 
level, though larger than for any year pre- 


ceding 1916. In the five months ended May, 
the company earned a surplus for common 
stock of 6.8%, or practically the full year’s 
dividends, and while the figures of surplus 
for this period was $8,560,613, or $380,074 
under the $8,940,687 of a year previously, it 
compares with but $3,948,851 in the 1915 cor- 
responding period and $3,861,596 in 1914. 


Reading. — Allowing for equities in the 
Philadelphia Coal & Iron Co. earnings, it 
may be figured that Reading in the 12 
months ended June 30, 1917, earned about 
$14,300,000 on its $70,000,000 common stock, 
20.3%. This is almost identical with the 
amount similarly shown for the previous 
year, notwithstanding a decrease of $2,300,- 
000 in the profits of the Philadelphia & 
Reading Ry. Co. 


So. Pacific—The Cal. R. R. Comm. au- 
thorized the Lincoln Northern Ry. Co. to 
sell its properties to the Central Pacific Ry. 
Co. for a total consideration of $39,994; the 
Coast Line Ry. Co. to sell its properties to 
the Southern Pacific R. R. for a total con- 
sideration of $717,665; the Hanford & Sum- 
mit Lake Ry. Co. to sell its properties to 
the Southern Pacific R. R. Co. for $780,267; 
the Oroville & Nelson R. R. Co. to sell its 
properties to the Southern Pacific R. R. Co. 
for $29,013; the Colusa*& Hamilton R. R. 
Co. to sell its properties to the Southern 
Pacific R. R. Co. for $1,809,928; and William 
Sproule, W. R. Scott and E. O. McCormick, 
trustees, to sell the properties of the Mojave 
& Bakersfield R. R. Co. to the Southern 
Pacific R. R. Co. for $40,320. 


Southern Ry.— The Wall Street Journal 
said that results achieved by Southern Ry. 
after the demoralization caused by the war 
was overcome, were shown as early as the 
1916 fiscal year, when better than 5% was 
earned on the $120,000,000 common stock 
after allowing for 5% on the $60,000,000 pre- 
ferred stock, which, however, was not paid. 
With earnings mounting to new high levels 
with each succeeding month, it seems to be 
merely a question of time until the preferred 
issue will be restored to the dividend class. 
May gross totaled $7,273,192, an increase of 
$933,643 or 14.73% over 1916, and for the 
eleven months to May 31 the road reported 
gross revenue of $74,244,643, a gain of $8,- 
902,676, or 13.62%, compared with the cor- 
responding period in 1916. 


St. L.-Southwestern.—Balance sheet, as of 
Dec. 31, 1916, shows a profit and loss sur- 
plus of $6,074,555, compared with $4,504,629 
June 30, 1916, and $3,409,524 June 30, 1915. 
Allowing for 5% dividend requirements on 
$19,893,650 pfd. stock outstanding the 1916 
balance applicable to the $16,356,100 com. stock 
was equivalent to $7.50 a share. 


























Industrial Digest 





Amer. Car & Fdy.—lIn its April 30 fiscal 
year had 12 months of excellent earnings. It 
piled up 27.36% for its $30,000,000 common 
stock. Unless the company gets a very con- 
siderable total of United States Government 
shell orders it will not do as well during the 


1917-1918 fiscal considerable 


margin. 


Amer. Hide & Leather—The Wall Street 
Journal stated that earnings for this com- 
pany’s June quarter were placed at between 
$200,000 and $250,000. This compares with 
the worst quarter since the war of $110,000 
and the record quarter of $1,110,000. The full 
year’s operation should show in the neigh- 
borhood of 14% on the pfd. stock, compared 
with 124%4% in the previous year. This esti- 
mate of 14% is exclusive of the liberal al- 
lowance for the sinking fund under the com- 
pany’s mortgage. 


Amer. Ice.—Net profits have been increas- 
ing with warmer weather. It looks as if the 
estimate of $1,000,000 net for the year to 
October 31 should be easy of attainment. In 
fact, a total of $1,200,000 may be accomplished. 
It is understood that up to June 1 net profits 
were about $300,000 ahead of the same period 
a year previously. 

Amer. Loco.—Pending excess profits leg- 
islation is not likely to affect materially earn- 
ings of the Co. for the fiscal year ended June 
30. It is possible that the passage of. such 
legislation would actually increase the bal- 
ance available for dividends on the common 
stock, as present estimates of earnings, plac- 
ing net for common at $22 to $23-a share, 
make liberal allowance for munitions ‘and 
other existing taxes, which will be replaced 
by the new levies. On June 30, 1917, had on 
its books unfilled orders totaling $85,000,000. 
This is far in excess of any bulk of forward 
orders carried over at the close of any former 
fiscal year. It is so large as to insure 100% 
capacity operations through the 1917-18 fiscal 
12 months. It means large gross and a fair 
net. 


Amer. Malting.—The fiscal year ending 
Aug. 31, 1917, will show the largest net earn- 
ings in the history of the Co. Net for the 
year, after allowing interest charges, taxes, 
etc., is estimated at $1,100,000. 


Amer. Sm. & Ref.—Records were broken 
in earnings as a result of unprecedented activ- 
ity during the first 6 months of 1917. Not 
only were copper prices high during that 
period, but lead advanced to the best figures 
ever known for that metal. 


Amer. Sugar Ref.—Advanced the selling 
price of refined to 7.65. Since February the 
selling price of its sugars had been held firm 
at 7.50. In the interval its competitors have 
been getting prices for the most part 3% to 
¥4-cent per lb. above the American. 


Amer. Sumatra Tob—The N. Y. Stock 
Exch. received notice of a proposed increase 


period by a 
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in the authorized pfd. stock from $1,000,000 
to $2,000,000. A merger of the Connecticut 
Tobacco Corp. with this company awaits con- 
firmation by the shareholders of each com- 
pany. 

Amer. Tobacco.—Sales:in June totaled 
$8,600,000, which established a record for any 
single month in the history of the company 
since the dissolution of the old combination. 
This was a gain of $2,500,000, or 42% over 
June, 1916, and of $1,400,000 over May, the 


previous record month. 


Baldwin Loco.—The Russian Government 
placed orders for 500 locomotives, equally di- 
vided between the Baldwin Locomotive Works 
and the American Locomotive Co. The total 
amount of the contract is $28,000,000. De- 
ca is to be made during the first half of 

Burns Bros.—Declared the regular quar- 
terly dividend of $1.50 a share cash and 1% 
stock on the common stock, payable Aug. 15 
to stock of record Aug. 1. The company 
also declared a regular quarterly divided of 
$1.75 on the pfd., payable Aug. 1 to stock of 
record July 20. 


Can. Car and Fdy.—Applied to the Mont- 
real Stock .Exchange for the listing of $750,- 
000 additional common stock. This issue is 
understood to be in lieu of cash payment of 
commissions due on the Russian contract. 


Chalmers Motor.—Stockholders voted to 
approve the proposed increase in the capital 
stock by the issuance of 264,000 shares of 
pfd. stock, with a preference in assets to the 
amount of $45 a share, and to dividends of 
$3.50 per share per annum. It was also voted 
that power be given to the directors authoriz- 
ing them to carry through at their discretion 
the issue of the new stock. 


Chandler Motor Car.—Reported net earn- 
ings for 6 months ended June 30, 1917, as 
$1,574,000, comparing with $863,000 for same 
period of 1916. It is‘officially estimated profits 
to Aug. 1 will equal $26 a share on $7,000,000 
capital. 

Continental Can.—The full amount of ad- 
ditional issue of $2,000,000 common stock of 
the co. has been taken by the holders of 
rights at par. This was highly gratifying to 
the officials of the company in view of the 
fact that the common stock pays only 5% 
dividends. 

Crucible Steel.—Declared a dividend of 2% 
on the pfd. stock, thereby disposing of the 
accumulated dividend on the pfd. and placing 
the common stock in line for dividends. The 
dividend is payable Aug. 31 to stockholders of 
record Aug. 16. The regular quarterly divi- 
dend meeting of the company will be held 
Aug. 16 

Curtiss Aero. & Motor.—Over 99% of the 
63,000 shares of new stock recently offered 
by this company at $35 a share has been 
taken by stockholders. 
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Fisk Rubber—Announcement has been 
made of the purchase by this company of the 
assets and plant of the Gibney Tire & Rubber 
Co., of Conshohocken, Pa., manufacturer of 
solid tires. It was stated the factory would 
be continued at full capacity. 


General Electric.—The offering of $15,000,- 
000 of three-year 6% gold notes of the Gen- 
eral Electric Co. was a great success. The 
subscription books opened at 10 o'clock; and 
long before the stated closing hqur of 3 p. m. 
the notes were heavily over-subscribed. 


General Motors.—The Wall Street Journal 
states: “While an intention for some time 
has been in the minds of those behind the 
General Motors Corp. and the Chevrolet 
Motor Co., to work out a plan for the taking 
over by the General Motors of the Chevrolet 
Motor Co., it can be stated that the consum- 
mation of this idea is not likely in the near 
future. Both companies are dominated by 
the same interests, and the incorporation of 
the Chevrolet Co. as a division of the General 
Motors has long been looked upon as a most 
natural step. No definite plans, however, have 
been decided upon, and the idea is still in 
embryonic form, not likely of realization this 
year. 

Inter. .Nickel.—The strike at the plant of 
this company was practically ended on July 9, 
when more than 1,500 employes voluntarily 
returned to work. 


Lackawanna Steel.—Net profit of $12,198,- 
215 is equivalent to $34.75 a share earned in 
the six months’ period on 350,965 shares of 
capital stock, compared with $15.30 a share 
earned in the corresponding 1916 period. Re- 
ported unfilled order as of June 30, 1917, as 
913,196 tons, a decrease of 19,661 tons com- 
pared with the corresponding 1916 period. 


Lee Tire—The “Boston News Bureau” 
stated that, although this Co.’s May profits 
were only $25,000, the important fact is that 
they are actual profits and hold out the prom- 
ise of steady improvement. During its factory 
readjustment process Lee Tire has not been 
losing ground in the trade. Sales to the mi- 
dle of June were in excess of $1,400,000, as 
against $1,100,000 for the same period in 1916, 
Each month has been showing a progressive 
betterment, June sales, for instance, not only 
totaling 25% greater than in June, 1916, but 
15% greater than May. 


Maxwell Motor.—At least eight out of ten 
directors at the dividend meeting the middle 
of August likely will vote to suspend divi- 
dends both on the $12,778,000 common and 
the $10,127,000 2d pfd. This 2d pfd. dividend 
is not cumulative, and this is a potent argu- 
ment favoring its suspension. he question 
of passing the 10% common dividend has been 
discussed for at least six months. 


McCr Stores.—Reported sales for June 
of $626,598, compared with $505,779 in June, 
1916, a gain of $120,819, or 23.89%. For the 
six months sales were $3,335,411, compared 








with $2,808,364 for the same period of 1916, 
a gain of $527,047, or 19.53%. 


Midvale Steel—The “Boston News Bu- 
reau” stated that this Co.’s net profits for its 
June quarter likely would prove the high 
water mark for 1917. This does not imply 
that business will not be good during the bal- 
ance_of 1917 and long thereafter. What it 
does mean is that the June quarter will pro- 
duce such a large bulk of share earnings that 
it will be a difficult matter for subsequent 
quarters under the price regulation methods 
to equal it. 


Packard Motor Car.—An order has been 
received by this Co. from the U. S. Govern- 
ment for 1,800 chainless trucks, representing 
an outlay of $5,045,850. The order specifies 
the standard three-ton unit. This order will 
make a total of 3,050 Packard trucks owned 
by the government. 


Republic Iron & Steel.—Reported unfilled 
and semi-finished orders on hand June 30, 
1917, amounting to 528,976 tons, compared 
with 593,018 tons on March 31, 1917, a de- 
crease of 64,042 tons. Report for the period 
showed surplus available for dividends on the 
common of $6,692,906, equal to $24.60 a share. 
This is at the rate of $98.40 annually. These 
earnings are subject to readjustment on ac- 
count of excess profits and other taxes. 


Saxon Motor.—Pres. Harry W. Ford, of 
this company states: “In the month of June 
2,546 Saxon cars were delivered into the 
hands of owners by agents of the company, 
this figure being at the rate of 30,000 cars a 
year. Saxon orders from dealers slumped in 
May,.and June, but so far in July orders from 
dealers show an increase of 140% over the 
same period of June. These new orders in- 
dicate that the slump in buying automobiles 
was short lived.” 


U. S. Steel—The monthly statement for 
June, 1917, indicated that the volume of new 
orders that month amounted to only 745,000 
tons, this being more than 200,000 tons less 
than the bookings in May, and more than 
1,000,000 tons less than April. 


Willys-Overland.—On July 5, reports of 
1,264 cars sold at retail in the U. S. were 
received at the Toledo headquarters of this 
company. This single day’s business 
amounted to $1,048,020—a new mark for 
Willys-Overland retail sales. On July 2, 
Willys-Overland received reports of 1,104 re- 
tail sales—$903,720 worth of business. Ap- 
proximately $3,150,000 was the total of the 
Willys-Overland retail business in U. S. for 
first week in July—despite the fact that there 
were only five working days in that week. 
This is a daily average of about $625,000. 

Woolworth (F. W.).—June sales of this 
organization were $7,939,018, an increase of 
$1,133,924, or 16%, compared with June, 1916. 
For the six months ended June 30 sales were 
$41,507,893, an increase of $4,299,189, or 
11.85% over the corresponding period in 1916. 
































Railroad and Industrial Inquiries 





Goodrich 

A. L. A.—Goodrich is in a speculative posi- 
tion. There is no immediate cause for appre- 
hension as to the maintenance of the divi- 
dend, but it is by no means certain that the 
company will be justified in keeping up the 
present payments of 4% on the common stock 
during the next year or two. The automobile 
tire industry is facing an unfavorable situa- 
tion resulting from the war conditions which 
have promoted a spirit of economy among 
consumers of automobiles; and is further 
handicapped by the rising costs of manufac- 
ture which are cutting down the margin of 
profit. We should: hardly advise you to sell 
your stock on the present weak market, which 
is largely sympathetic with the weakness in 
the motor stocks. At the same time it would 
be advisable for you to protect your position 
in the stock with a stop loss order, so that your 
risk will be limited to a further loss of not 
more than three points. Having done that 
you could hold the stock in the expectation 
of a rally, which would afford you the oppor- 
tunity of getting out to better advantage than 
you now could. 





Studebaker 


G: W., Baltimore, Md.—Generally speaking, 
we cannot advise the purchase of motor 
stocks. The outlook in the automobile indus- 
try is anything but bright at the moment. 
High material and labor costs have eaten 
severely into the earnings of the motor com- 
panies, while the disposition on the part of the 
public to economize has naturally told on their 
gross business, which Has suffered a consider- 
able decline. These bearish forces began in 
the latter part of 1916, but since the entrance 
of the United States into the war they have 
been aggravated. The cancellation of orders 
by distributors has forced back on the com- 
panies a large number of cars, which were 
ready for shipment. This has not only cur- 
tailed earnings, but it has also weakened the 
financial position of the motor companies. 

Studebaker is one of the motor companies 
which has recently begun to feel seriously, the 
effect of these developments in the automobile 
industry. Its earnings have suffered, and this 
has given rise to reports that the company 
would pass its dividend, which is the im- 
mediate cause for the sensational drop in the 
stock. As it is impossible to forecast with 
any degree of certainty the length of the war, 
there is no telling what the future has in 
store for the company. While the present price 
of the stock appears low, it cannot be regarded 
as having discounted the worst, in view of the 
doubtful outlook. We, therefore, do not rec- 
recommend the stock as a purchase even at 
ommend the stock as a purchase even at the 
present level. 





Natl. Enameling & Stamping 
. 2. 2. Louis, Mo.—National Enameling 
& Stamping is a commpany whose recent ex- 
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pansion has, been more substantial than that 
of Columbia Gas & Electric. The earnings of 


_this company show a far wider margin over 


dividend requirements than for the latter 
stock. In fact it is reliably reported that Na- 
tional Enameling & Stamping Co. is now earn- 
ing at the rate of between $25 and $30 a share 
per annum which compares with a dividend 
rate of $4 a share per annum. This stock has 
very attractive features to recommend it as a 
semi-speculation. It cannot be regarded as an 
out and out investment, however. Our sug- 
gestion is that you keep the stock for the time 
being in the expectation that you will be af- 
forded the opportunity soon to sell it out 
somewhat higher, but you should protect your 
commitment in it with a stop loss order so 
that your risk will be limited in the event of a 
sudden slump in the market in sympathy with 
a further substantial reaction in the general 
list. Our reason for giving you this advice is 
that it seems unlikely that National Enamel- 
ing, despite the favorable situation surround- 
ing its affairs, will experience a substantial ad- 
vance at this time contrary to the trend of the 
general market. Therefore, if you sell it out 
on a bulge, you should be afforded the oppor- 
tunity later on of buying it back at a lower 
price, whereas if you held it now you might be 
hang up with it for some time to come. In 
short, it is the part of wisdom for investors in 
the stock to proceed with caution now. 





N. Y. Shipbuilding 


J. C. F., Toronto, Can.—Such available se- 
curities of shipbuilding companies as are to be 
found in the public market, must be regarded 
as speculative, despite the big boom in ship- 
building that has been brought about. To 
judge by the strength with which the revival in 
American shipbuilding has been effected and 
considering the prospects that European ship- 
builders will hardly be on a competitive basis 
again for several years after the war, owing 
to the large amount of repair work necessary 
to rehabilitate existing shipping, it would cer- 
tainly appear that the present boom ushers in 
an era of shipbuilding that will endure. Many 
of the American shipbuilding companies, and 

most of these are close corporations, have 
orders on their books now which will keep their 
plants at capacity for from three to five years. 
A shipbuilding stock which gives as much 
promise as any, so far as the future is con- 
cerned, and a better promise than most, is 
New York Shipbuilding Corp., the stock of 
which is selling currently at around 47 on the 
New York Curb Market. This company is the 
reformed New York Shipbuilding Co., of Cam- 
den, N. J., and it is controlled by the ‘American 
International Corporation, the International 
Mercantile Marine Co., the Pacific Mail Steam- 
ship Co., and W. R. Grace & Co., of New 
York. New York Shipbuilding was acquired 
by these large interests in order to assure 
facilities for constructing additions to a fleet 
owned by the three last named companies and 
it is also planned to continue shipbuilding 
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operations in behalf of the U. S. Government 
and for private companies. It is expected that 
the stock of the N. Y. Shipbuilding Corp. will 
be listed shortly upon the New York Stock 
Exchange. We refer you to our Magazine is- 
sue of June 9, which contained an article on 
the shipbuilding stocks and which gives cer- 
tain interesting details in regard to New York 
Shipbuilding Corporations. 


Rock Island 


H. L. S., Oskaloosa, Ia.—Chicago, Rock Isl- 
and & Pacific common stock is quoted around 
35. This is the stock of the reorganized rail- 
road company. The reorganization was a 
drastic one and brought a large amount of 
new money into the company. During the 
long period of receivership the physical condi- 
tion of the road was greatly improved. 

There now can be no question about the 
large speculative possibilities for the new 
stock. However, like all other railroads in 
the country, the Rock Island is now contend- 
ing with sharply increased costs for labor and 
supplies of various kinds. Costs are still on 
the up trend. Little relief from these mount- 
ing expenses has been afforded by the in- 
creased rates allowed by the Interstate Com- 
merce Commission. While the country is in 
the war the general railroad situation, so far 
as the earnings are concerned, is wrapped in 
considerable doubt. 


Chesapeake & Ohio 

W. H. M., Piney Fork, Jefferson County, O. 
—Chesapeake & Ohio, everything considered, 
is in a very favorable position, and there is 
no reason to apprehend that the dividend will 
have to be reduced. From a pure speculative 
standpoint, the stock may be favorably af- 
fected by a general rally in prices such as 
would seem to be in prospect, but since you 
have carried the stock for so long and doubt- 
less bought it as an investment, and since 
you are receiving a good return upon your 
noney, we suggest that you hold, with the 
idea that eventually you will be able to get 
out at a profit. 





Kansas City Southern 

L. R. G. New York City—Kansas City 
Southern Common is an unproductive holding, 
and there is no chance of a dividend being 
paid at least for a long time to come. We 
recommend that you sell the stock, because we 
believe that by holding your money in reserve 
you will be afforded. the opportunity of buy- 
ing other stocks, for the long pull, at gen- 
uine bargain prices later on. 


c. C. C. & St. Louis 

O. G., Jersey City, N. J.—Cleveland, Cin- 
cinnati, Chicago & St. Louis earnings have 
shown a rather severe contraction for the first 
five months of the current year as compared 
with 1916. The indicated earnings on the 
common stock, after allowing for preferred 
dividends, for the five months to May 31, 
equaled 2.83%, as compared with 3.46% earned 





in the same period of 1916. These results in- 
dicate earnings for the full year, after making 
due allowance for seasonal variations, of 
6.79%, as compared with actual earnings of 
16.59% in 1916. In view of such results, the 
outlook for dividends on the common stock 
has changed materially. At the end of 1916 
it appeared that the prospects were quite 
promising, but now the reverse is true, and 
that accounts for the recent steady decline in 
the stock from around 51 in January. The 
reason for the sharp decreases in earnings can 
be readily found in the items of increased cost 
of operation and maintenance. Materials and 
labor cost greatly in excess of what they did 
last year. The recent rate increase will bene- 
fit this road to a certain extent, but not enough 
to offset the difference in expenses of opera- 
tion. Under the circumstances we cannot rec- 
ommend a purchase of the stock, although we 
are favorably inclined to speculative commit- 
ments in certain at this time. 

Peoria & Eastern (7%) is highly speculative 
and is now influenced by the same unfavor- 
able general conditions as cited above. This 
road operates a line from: Springfield, O., to 
Indianapolis, Ind., 136 miles, and from In- 
dianapolis to Pekin, Ill, 201 miles. It has 
an authorized and outstanding capital stock 
of $10,000,000, par value $100. The Cleveland, 
Cincinnati, Chicago & St. Louis Railway owns 
$5,000,100 of the outstanding stock. No divi- 
dends have ever been paid on the issue. The 
operations of the company are now included 
in those of the controlling roads and no sepa- 
rate accounts are available. As of December 
31, 1915, the Peoria & Eastern reported a 
profit and loss deficit in its balance sheet of 
$137,303. 


Amer. Sumatra Tobacco 


D. K., Jersey City, N. J.—American Su- 
matra Tobacco has undoubtedly been under 
the influence of a strong pool. All the indi- 
cations are that this pool has distributed stock 
on a large scale. We are inclined to the opin- 
ion that the substantial upward movement in 
the stock is over and that any rallies from 
now on will be taken advantage of to dis- 
tribute the remainder of the pool holdings, 
and that reaccumulation will not take place 
until lower levels are established. How far 
the stock will drop back, we cannot say, but 
we at least do not consider it a good pur- 


chase for investment now. The company is 


‘earning big money now, but that is largely 


due to abnormal conditions. The current rate 
of earnings is stated to be in the neighbor- 
hood of $25 to $30 a share. 

As to dividends, it does not appear likely 
that any increase in the rate will be made, at 
least in the near future. The company has 
just announced the issue of $1,000,000 addi- 
tional preferred stock, proceeds of the sale of 
which are to be used for expansion of the 
business- In view of the fact that the com- 
pany needs new capital in its business, it would 
not be logical to expect an increase in the 
dividend rate. 
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Bargains in Short Term Securities 


Advantages Offered by Short Term Securities in Times Like 
the Present—Necessity for Care in Selection—Why They 
Are Preferable to Long Term Bonds 





By IRVIN GILLIS 





HORT-TERM bonds meet the 
unusual requirements of to- 
day. They yield splendidly, 
are almost instantly salable, 

and if carefully selected can be de- 
pended upon to keep their value even 
if all the fears of the pessimists are 
realized. Having a close market, 
short-term securities are unexcelled as 
collateral at money rates well covered 
by their direct interest return. How- 
ever, there has been a good deal of 
over enthusiastic comment in regard 
to short-term securities. As a class 
they are no better than maturities of 
a hundred years from date as far as se- 
curity is concerned. In fact, a large 
part of the short-term securities avail- 
able are simply notes, debentures, if 
you please, and offered without any 
mortgage lien whatever. 

Periods of adversity in the general 
bond market force the issuance of 
short-term bonds and notes. Even in 
the most unfavorable times short-term 
notes can be flwated. However, the 
fact that they are of short-term-matur- 
ity allows little leeway for the arrange- 
ment of permanent financing, and if a 
company suffers serious loss in earn- 
ings before maturity of the notes they 
can neither be redeemed or refunded. 
Purchasers of St. Louis & San Fran- 
cisco and of International Great North- 
ern notes will vouch for the fact that 
discrimination is necessary in selection 
of short as well as long term obliga- 
tions. 

Bonds maturing within a few months 
and of companies whose solvency is 
unquestioned are simply commercial 
paper and sell on so nominal a yield as 
to be unattractive to any purchasers 
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except banks and trust companies. For 
example, Westinghouse Electric & 
Manufacturing five per cent notes, due 
October of this year, are quoted on a 
3.70 per cent basis, which is lower ac- 
tually than the return from ordinary 
commercial paper. 
Attractive Maturities 

The attractive short-term securities 
mature from the spring of 191% to say 
September, 1922. If shorter maturities 
were available to yield unusually high 
returns the very price would be a se- 
rious indication of weakness, because 
very short-term securities cannot be 
expected to yield very much over the 
current interest rate for the best com- 
mercial paper. 

As with all other types of securities, 
earnings or taxable returns are the final 
criterion of value, as has before been 
pointed out, it is better to have securi- 
ties based on a profiable corner grocery 
store business than on an unproductive 
coal field. If a company is prosperous 
and shows evidence of earnings to last 
beyond the maturity of the notes, 
short-term obligations can be refunded 
without difficulty under the worst gen- 
eral financial conditions. To be sure, 
note holders may be urged to replace 
their holdings by those of later date, 
but in such cases a material induce- 
ment is given and if one persists the 
cash will be forthcoming. The fate of 
the old Westinghouse Electric & Man- 
ufacturing Company notes may be 
cited as an example as showing a 
much delayed settlement. However, the 
financial community considered that 
the old Westinghouse management had 
been profligate in the disbursement of 
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dividends and reckless in expansion. 
The unusually low interest basis of the 
notes of the new Westinghouse Com- 
pany show an evidence of feeling of 
absolute security. ’ 

However, it is well to see not only 
that the securities are offered by strong 
banking firms but in picking out the 
notes that maturities be somewhat 
scattered so that-one’s holdings would 
not be tied up in paper maturing at one 
certain date which might conceivably 
prove to be the climax of unusually 
strained conditions in the market. 


Future for Long-Term Bonds 

Some time, after the war is over, if 
the pessimists have their way and inter- 
est rates internationally hang along at 
nominal figures a foundation will be 
laid for the beginning of the greatest 
long-term bond*market the world has 
ever known. Yet, general conditions 
today forecast further declines in long- 
term bonds. 

Fortunately the investor can discrim- 
inate in favor of short-term securities 
which are fortified with splendid col- 
lateral and obtain a good yield, safety, 
and in some cases truly remarkable 
speculative possibilities. Later the 
proceeds can be used in purchasing 
long-term securities at still further re- 
ductions in prices. 


Bethlehem Steel 5’s 

Among the best of the secured notes 
which lack the speculative convertible 
feature are the Bethlehem Steel 5s, due 
February 15, 1919. They are selling on 
a basis to yield 6.15 per cent. The 
company is the principal operating 
property of the Bethlehem Steel Cor- 
poration and the notes are guaranteed 
principal and interest by the corpora- 
tion. Thy are secured by $25,000,000 
bonds of the company and by $37,600,- 
000 short-term notes of the British 
Government maturing prior to the due 
date of the notes. The authorization is 
$50,000,000. These notes would not 


need the pledged collateral to make 
them high grade, as the earning power 
of the Bethlehem Steel Corporation 
even in depressed times is now beyond 
Other steel companies may 


question. 


shut down, but the position of the 
Bethlehem in the industry now seems 
impregnable. These notes are callable 
at 101 upon four weeks’ notice. If cash 
dividends are paid on the common 
stock of the corporation in excess of 
$6,000,000 in any year the corporation 
must pay an amount equal to the ex- 
cess into a sinking fund to be used for 
retiring the notes, and the corporation 
cannot issue stock dividends before the 
notes are retired unless it strengthens 
the position of the notes by selling at 
par or more new stock equal to the 
amount of the stock dividends. 


Curtiss Aeroplane Ist 6’s 


Curtiss Aeroplane & Motor first and 
convertible 6’s, due serially $400,000 
January 1 of each year from 1918 to 
1922 inclusive. They are not secured 
by a mortgage, but are prior to $2,000,- 
000, 10-year 6 per cent notes due 1926. 
While any of the first sixes are out- 
standing no mortgage can be placed 
ahead of them. The notes are con- 
vertible into common stock at 50. A 
while ago the market for these notes 
was very unsatisfactory, and in fact 
quotations were unobtainable. How- 
ever, the entrance of the United States 
into the war, the huge appropriation of 
Congress for aero service and the close 
affiliation with the Willys-Overland 
facilities have materially changed con- 
ditions. The 1918 and 1919 notes are 
selling around 101, and while they are 
not considered as a widow’s investment 
they are speculative investments of 
great attraction. The maturities of 
1918 and 1919 are by far the most de- 
sirable as probably the stock will have 
reached its heighth by the 1919 matur- 
ity, while the issues furthest away 
could easily sag off in price before their 
time of payment arises. John N. Wil- 
lys, president of the Willys-Overland 
Company is now president of the Cur- 
tiss Aeroplane and the affiliation of the 
companies should prove very helpful 
to both. The Curtiss is a prosperous 
concern at the present moment and war 
orders may turn the stock into a second 
Bethlehem Steel despite Government 
restrictions.on profits. If any of the in- 
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dustrial stocks are to benefit by Gov- 
ernment orders Curtiss must be consid- 
ered in the first thought. A call on this 
stock at 50 may look cheap when 
thrown in with a short-term note of 
considerable merit yielding between 
5% and 6 per cent. [Note—Since Mr. 
Gillis wrote the above the Curtiss notes 
have advanced so far that they cannot 
now be considered on an investment 
basis.—Editor. | 
General Electric 6's 

General Electric Company three-year 

6’s, due July 1, 1920. Aside from these 


$15,000,000 notes the only debt of the 
company is $12,047,500 debentures. 


ket 66. The Southern Railway is now 
one of the most prosperous in the coun- 
try, and the fact these notes were put 
out by J. P. Morgan & Co., the First 
National Bank and the National City 
Company helps to make easy their en- 
dorsement. 


B. & O. Secured Notes 

Baltimore & Ohio 5 per cent secured 
notes, Series A, $7,500,000 maturing 
July 1, 1918, and an equal amount July 
1, 1919. Redeemable at par on thirty 
days’ notice. They are secured by 
$3,000,000 par first preferred stock, 
$3,000,000 second preferred stock, and 
$3,000,000 common Reading Company 











SELECTION OF SOUND SHORT TERM INVESTMENTS WITH ATTRACTIVE YIELDS. 


Bethlehem Steel Corporation...............++++ 
Curtiss Aeroplane Motor 
General Electric Company.............-.+++++++ 
Southern Railway 
Baltimore & Ohio R. R........cccccccccccccees 
Baltimore & Obie R. B.........scccccccccccess 
Southern California Edison. ...............++++- 
Brooklyn Rapid Transit 
Utah Securities Corporation . 
Roanoke Water Works 
Brazilian Traction, Light & Power.............- 
French Government 
United Kingdom of G. B. and I................- 


Tere eee eee eee 


Teer eee eee eee ee eee eee 


Terre eee eee eee eee eee 


Tere eee eee eee ee eee ee 


Interest Approximately 
Rate Due Date Price ield 
5 Feb. 15, 1919 9814 6.15 
6 Serial 101 at Ph 
6 July, 1920 101% 5.60 
5 Mar. 2, 1919 981% 5.95 
5 July, 1918 99% 5.15 
5 July, 1919 98% 5.70 
6 July, 1919 985% 6.75 
5 July, 1918 8% 6.15 
6 Sept. 15, 1922 91 8.10 
5 November, 1919 96% 6.50 
6 November, 1919 97 7.50 
5% April, 1919 98% 6.40 
5 September, 1918 98 6.60 








There is $101,512,500 stock selling at 
15414, showing a market equity for the 
interest bearing securities of $156,837,- 
813, and the General Electric stock is of 
course selling below its intrinsic value. 
Interest charges on all the debentures 
was earned more than thirty-three 
times last year. Net quick assets in- 
cluding inventories at last report was 
$85,000,000. This is an investment of 
unquestionable security. 
Southern Railway Notes 

Southern Railway two-year 5 per 
cent secured notes, due March 2, 1919. 
There are $25,000,000 of this issue and 
the proceeds were used to pay matur- 
ing indebtedness and for improve- 
ments. The notes are secured by a de- 


posit of $43,500,000 Southern Railway 
development and general mortgage 4’s. 
The 4’s are worth at the present mar- 


stock and also by $10,000,000 Baltimore 
& Ohio Railroad refunding and general 
mortgage 5’s of 1995. The collateral 
must be kept equal to and not less 
than 120 per cent of the notes, but sub- 
stitutes*of bonds for Reading stock is 
permitted. Further description seems 
unnecessary. Call the notes good and 
let it go at that. 


So. Cal. Edison 6’s 


Southern California Edison Com- 
pany general and refunding mortgage 
two-year 6 per cent bonds, “Series of 
1917,” due July 1, 1919. They are call- 
able on any interest date at 100% and 
accrued interest. They are convertible 
into general and refunding mortgage 
thirty-year 5’s at 90 and interest, if is- 
sued to refund these bonds. The 
Southern California Edison Company 
has been engaged in generating and 
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distributing electricity for light and 
power throughout Southern California 
for over twenty years. During May of 
this year the company purchased the 
Pacific Light & Power Corporation, to- 
gether with the controlling interest in 
other smaller companies so that the 
company now serves over 1,000,000 
people, including Los Angeles, with 
light and power. The consolidation of 
the two large properties is expected to 
effect important economies in opera- 
tion. Bond interest, including this is- 
sue, is being earned twice over and 
during the past ten years the combined 
gross earnings from the properties, 
whose earnings are included above, 
have more than tripled, while present 
net earnings are nearly three and one- 
half times those of 1906. The offering 
price of 9854, to yield about 63% per 
cent together with the possibilities of 
a desirable convertible feature, makes 
this one of the very attractive new 
short-term issues. 


B. R. T. 5’s 

Brooklyn Rapid Transit 5’s, due 
July, 1918. These bonds are not only a 
direct obligation of the company, but 
are secured by $57,735,000 New York 
Municipal Railway Corporation first 
5’s of 1966, and $10,000,000 of the 
Brooklyn Rapid Transit first refunding 
convertible 4’s of 2002. There are out- 
standing $57,735,000 Brooklyn Rapid 
Transit notes. The City of New York 
has entered into a contract with the 
B. R. T., by which the city is expending 
immense amounts of money for sub- 
ways in which the Brooklyn Rapid 
Transit is interested. The city allows 
preferential payments of interest at 6 
per cent on the money invested by the 
private corporation before the city re- 
ceives any return at all on its $93,000,- 
000 outlay. This is in effect a backlog 
of very material size to the B. R. T. 
notes. Conservative shrewd investors 
consider the notes exceptional bargains 
at a present yield of about 6.15 per cent. 


Utah Securities 6's 
Utah Securities Corporation 6’s, due 


1922. Utah Securities is a holding cor- 
poration owning the Utah Power & 









Light, which is also a holding company 
with operating properties in Utah, 
Idaho and Colorado. The Utah Se- 
curities seems to be a sort of fifth 
wheel and the notes are not popular as 
figured by the cool test of supply and 
demand measured in current quota- 
tions. They actually yield 8.10 per cent. 
They are secured by deposit of all the 
Utah Power & Light securities except 
$20,266,000 first 5’s of 1944 and $5,900,- 
000 preferred stock. The deposited 
securities can be sold, but any such 
proceeds must be used in redeeming 
the _ notes. The company has the 
strongest kind of financial backing and 
is operated under the management of 
the Electric Bond & Share Company, 
and most of the subsidiaries are splen- 
did flourishing properties. These notes 
are an attractive “business man’s” in- 
vestment. However, they sold down 
to 78 in 1915 and might possibly sag off 
again, so moderation in their purchase 
would seem advisable. 


Roanoke Water Works 5’s 


Roanoke Water Works Company 
three-year 5 per cent notes, dated No- 
vember 1, 1916, due November 1, 1919. 
The company serves Roanoke, Vir- 
ginia, and suburbs, a population of 
about 45,000. Roanoke is the head- 
quarters of the Nerfolk & Western. 
First mortgage 6’s of $800,000 and 
$300,000 subsidiary notes are outstand- 
ing besides the $200,000 notes. Pro- 
ceeds of the notes were used to pur- 
chase stock of a company now owned 
and for necessary extensions. Earnings 
have been consistently good. The notes 
are selling around 967, better than a 
6.50 per cent basis. 

Brazilian Traction 6's 

Brazilian Traction, Light & Power 
Company three-year 6 per cent secured 
notes, due November 1, 1919. This is- 
sue of $7,500,000 was sold to finance the 
purchase and development of impor- 
tant telephone properties. The notes 
are secured by $15,000,000 bonds of 
subsidiaries. The notes are the only 


funded obligations of the holding com- 
pany, which has $10,000,000 6 per cent 
preferred stock and $106,289,100 com- 
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mon, on which 4 per cent has been paid 
since 1914 and 6 per cent before. The 
exchange rates have been against the 
Brazilian milreis so that dividends 
have been suspended and the large mil- 
reis surplus conserved. Revenues in 
milreis have been large and increasing, 
and the statements in dollars show no 
reason, whatever, for alarm, amounting 
to $6,019,473 in the calendar year 1916, 
while expenses and interest absorbed 
but $344,831. These notes will stand 
careful analysis. They are simply 
selling cheap and if women were as 
good judges of securities as they are of 
drygoods they would grab them up in 
short order. Men like to reach as the 
prices soar. 
French Government 514’s 

French Government two-year se- 
cured convertible 5% per cent notes, 
due April 1, 1919. Besides being a di- 
rect obligation of the French Republic 
this issue of $100,000,000 is strength- 
ened. by a deposit of securities ap- 
proved by J. P. Morgan & Co., with a 
market value of 120 per cent of the to- 
tal par of the notes. The French Gov- 
ernment is under pledge to maintain 
the 120 per cent value of market quo- 
tations with allowances for current 
rates of exchange. The notes are con- 
vertible at par any time before matur- 
ity into twenty-year 5% per cent un- 
secured bonds of the French Republic, 
payable April 31, 1937. Moreover, on 
April 1, 1919, the principal and interest 
of the ‘notes is payable in francs at 5.75 
francs per dollar and so giving the 
noteholder a call on French exchange 
for two years at that rate. Normally, 
French exchange is.around 5.19 francs 
per dollar. With this government at 











war and planning to support a vast 
number of troops in France the ex- 
change rate may give a splendid profit 
to the holder of these notes by the ma- 
turity April 1, 1919. On the other hand 


5% per cent, 20-year bonds of the 
French Republic should in the opinion 
of experts be worth at least 117 to 120 
within a reasonable short time after 
the end of the war. 

There is a similar issue of United 
Kingdom of Great Britain & Ireland, 
part due February 1, 1918, and part 
February 1, 1919. However, they are 
redeemable at a slight premium and are 
not payable in sterling exchange so 
that they are not as attractive as the 
French convertible notes, although 
they are selling considerably higher in 
the market. 


United Kingdom 5’s 


United Kingdom of Great Britain & 
Ireland two-year 5 per cent secured 
notes, due September 1, 1918, payable 
in New York in gold. This issue of 
$250,000,000 is a direct obligation of 
the British Govrnment and ‘secured by 
a pledge of securities approved by 
Messrs. J. P. Morgan & Co., of $300,- 
000,000. The British Government 
agrees to maintain a market value of 
pledged securities equal to at least 120 
per cent of the notes outstanding. No 
one has yet had the audacity to attempt 
to show reason for doubt as to the ul- 
timate payment at maturity of secured 
loans such as these and they sell at 
ridicuously low prices. 

The notes are redeemable at 30 days’ 
notice at 101, and are active on the New 
York Stock Exchange, selling around 98 
to yield 6.60. 

































































Investment Offerings 





(Under ‘this caption we will publish from time to time a list of what we regard as conserva- 
tive investment offerings by firms of unquestioned reliability. These securities will be of the 
type that should interest investors who regard safety of principal as the primary consideration in 


making their commitments.—Editor.] 





TY OF NEW YORK, $47,500,000 444% 
Gold Corporate Stock. Due July 1, 
1967. Interest payable January 1 and 
July 1. Issued in coupon form .of 
$1,000, exchangeable for registered 
bonds in multiples of $10. Registered bonds 
in amounts of $1,000 or multiples thereof ex- 
changeable for coupon bonds. Exempt from 
the Federal Income Tax. Exempt from taxa- 
tion as personal property in the State of New 
York. Principal and interest payable in gold. 
The above bonds, subject to previous sale, at 
101% and interest, yielding about 4.42%, are 
offered by J. P. Morgan & Co., First National 
Bank, N. Y. City; Guaranty Trust Co. of New 
York, Brown Brothers & Co., National City 
Company, N. Y. City; Bankers Trust Com- 
pany, N. Y. City; Harris, Forbes & Co. 


THE CINCINNATI GAS & ELECTRIC 
COMPANY, $2,500,000 First and Refunding 
(now First) Mortgage 5% Forty-Year Sinking 
Fund Gold Bonds (Series “A”). Listed on the 
New York and Cincinnati Stock Exchanges. 
Dated April 1, 1916. Due April 1, 1956. ‘In- 
terest payable April and October 1 in New 
York and Cincinnati. Coupon bonds, $1,000 
each, registerable as to principal, and registered 
bonds of $1,000 and multiples thereof. Cou- 
pon and registered bonds interchangeable. 
Subject to call as a whole or in part, at 102 
and interest on any interest day upon thirty 
days’ previous notice. Price on application to 


A. B. Leach & Co., 62 Cedar Street, New York. 


ALABAMA POWER COMPANY, $1,900,000 
Five Year 6% Secured Gold Notes. Dated 
July 1, 1917. Due July 1, 1922. Interest pay- 
able January | and July 1 in New York City. 
Callable on four weeks’ notice at 101% and 
interest prior to July 1, 1918, at 101% there- 
after prior to July 1, 1919, at 101 and interest 
thereafter prior to July 1, 1920, at 100% there- 
after prior to July 1, 1921, at 100% and inter- 
est thereafter. Coupon notes, $1,000 denomina- 
tion, with privilege of registration as to princi- 
pal. New York Trust Company, New York, 
trustee. Price 99% and interest. Offered hy 
Harris, Forbes & Company, Pine Street, corner 
William, New York. 


GENERAL ELECTRIC COMPANY, $15,000,- 
000 Three Year 6% Gold Notes. Dated July 1, 
1917. Due July 1, 1920. Interest payable Janu- 
ary 1 and July 1. Coupon notes in denomina- 
tions of $1,000, $5,000, and $10,000, registerable 
as to principal. The above notes are offered 
for subscription at 99% and interest. To 
yield about 6.10 per cent. Offered by J. P. 


Morgan & Co., and Lee, Higginson & Co. 
New York City. 


KANSAS CITY TERMINAL RAILWAY 
COMPANY, $1,000,000 First Mortgage 4% 
Gold Bonds. Dated January 3, 1910. Due 
January 1, 1960. Interest payable January 1 
and July 1. Outstanding in hands of the pub- 
lic $33,094,000. Company pays normal Federal 
income tax. Listed on the New York Stock Ex- 
change. Price 82% and interest, to yield 5 
per cent. Offered by Tilney, Ladd & Co., 43 
Exchange Place, New York. 


THE NEW HAVEN CLOCK COMPANY, 7% 
Cumulative Preferred Stock. Par value $25. 
Transfer agent, Guaranty Trust Company, New 
York. Registrar, Chase National Bank, New 
York. Dividends payable quarterly, when 
and as declared, on the first days of February, 
May, August and November. Preferred as to 
assets and dividends. Redeemable at the op- 
tion of the company on dates fixed by directors 
at any time after three years from the issue, at 
$27.50 and accrued dividends per share. * Price 
on application to George H. Burr & Co., Equit- 
able Building, New York. 


HOPE WEBBING COMPANY (Providence, 
R. I.), $750,000 7% Cumulative Preferred 
Stock. Preferred as to assets and dividends. 
Redeemable as a whole or in part at $110 on 
any dividend date. Dividends payable quar- 
terly, February, May, August and November 
first. First National Bank, Boston, transfer 
agents. Merchants National Bank, Boston, 
registrar. Price 100 and accrued dividend, to 
yield 7%. Exempt from State, city and county 
taxation in Massachusetts, and the normal Fed- 
eral income tax. Offered by Hayden, Stone & 
Co., New York. 


ST. LOUIS, ROCKY MOUNTAIN & PA- 
CIFIC COMPANY, common capital stock. 
(Stock trust certificates). Authorized and out- 
standing $10,000,000. Transfer agent, Metro- 
politan Trust Company of New York. Regis- 
trar, Bankers Trust Company of New York. 
Offered by Robinson & Co., 26 Exchange Place, 
New York. 


SIMMONS COMPANY, $2,000,000 7% Cumu- 
lative Preferred Stock. Par value $100 per share. 
Dividends payable quarterly, February 1, May 1, 
August 1 and November 1. Callable as a whole. 
or in part for Sinking Fund, on any dividend 
date upon 60 days’ notice at 110 and accrued 
dividends. Price 95, yielding about 7.35%. 
Offered by Lee, Higginson & Co., 43 Exchange 
Place, New York. 
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Bond Inquiries 





Hudson & Manhattan 5s 


B. L. S., Philadelphia, Pa—Hudson & 
Manhattan Ist and Refunding 5s are not 
helped in an important way by the current 
increase in the earnings of the company and 
by the fact that the income bond interest is 
being deferred. What the Hudson & Man- 
hattan Co. must do is to strengthen its 
credit. It cannot do this without strength- 
ening its financial position, and it cannot 
strengthen its financial position unless its 
earnings are sufficient to enable it to pile 
up a good surplus. The company is pledged 
to begin construction work by March l, 
1918, on the extension of the subway from 
33d street and Sixth avenue to the Grand 
Central Station, New York. It must be in 
a position to finance this work. 

There is some question as to whether the 
Hudson & Manhattan Co. can continue to 
pass the interest payments on its Adjust- 
ment bonds until it accumulates a surplus. 
Heretofore the company hag paid out inter- 
est on these bonds, although it took surplus 
earnings almost to the last dollar to meet 
such payments. Various officials of the 
company have defended this action, as have 
the bankers also, claiming that under the 
reorganization plan, the interest has to be 
paid, if earned. The point now is, how the 
interest can continue to be passed while 
earned. The official statement was recently 
made that it was to the interest of the com- 
pany and its security holders to strengthen 
itself financially, so that it might be forti- 
fied against any contingencies which might 
arise in connection with the operation of 
tunnels, lines of railroad and other opera- 
tions. At a meeting held February 26, 1917, 
an appropriation of $340,000 was made to 
reserve account out of net income for the 
period ended Dec. 31, 1916. An initial ap- 
propriation of $50,000 was made, as of June 
30, 1916, making a total so appropriated to 
April 1, $390,000 

This action brings up the old problem in 
connection with Adjustment bonds, namely, 
as to whether certain items are chargeable 
to operation or made available for adjust- 
ment -interest. It was necessary in the re- 
organization to give some of the old bond- 
holders an income bearing security. This 
is the feature of the plan which now burdens 
the company and brings its credit down to a 
very low basis. Under the circumstances we 
cannot bring ourselves to regard the invest- 
ment position of the Hudson & Manhattan 
Ist & Refunding 5s as encouraging. 


BR. T. & 

T. L. A., Philadelphia, Pa.—Brooklyn Rapid 
Transit 5% notes will in all human proba- 
bility be redeemed at maturity and we see no 
reason for your switching out of them for you 
have a good investment. By the time they are 
paid off you may have the opportunity of buy- 


ing stocks or bonds on a good deal lower_price 
basis than you now could. 


Rock Island 4s 


Southern Pacific 5s 

L. M., New Orleans, La.—Rock Island Gen- 
eral Refunding 4s are in a fairly sound posi- 
tion, but we cannot recommend these bonds 
for investment at this time. 

Southern Pacific convertible 5s are selling 
on a reasonably attractive level but the price 
may go lower by way of readjustment to the 
progressively higher interest rates of addi- 
tional government bond issues. For a long 
pull, the bonds are desirable. 


National Conduit & Cable 6s 

L. B., Providence, R. 1—National Conduit 
& Cable Co., First Mortgage 6s can hardly be 
regarded as a strictly conservative investment. 
It is true that the bonds have a 24%4% sinking 
fund and provision is also made that after 
4% is paid on the stock, which is the present 
rate paid, 50% of excess earnings will be used 
to retire the bonds, and that it is estimated 
that the 1917 earnings will run about $4,000,- 
000 on the 250,000 shares of stock outstanding. 
It must be remembered, however, that the pros- 
perity of all such companies as National Con- 
duit & Cable is more or less abnormal and 
cannot be expected to continue indefinitely. 


Argentine Gov’t 6s 


A. G., Hamburgh, N. Y.—The decline in 
Argentine Government 6% Treasury Bonds, 
due 1920, has been due more to extraneous 
causes than to any development or considera- 
tion casting doubt as to the ultimate security 
of the principal and interest of this issue. The 
credit of the Argentine Government is strong 
enough to warrant the assurance that these 
bonds will be met at maturity. Therefore, if 
you are in a poSition to tie up your money 
in them, in the expectation that eventually 
you will come out with a profit on your trans- 
action, we advise against selling them at this 
time, although it is possible that the price may 
go lower between now and fhe date of matur- 
ity. On the other hand, if you are not in a 
position to tie up the money, with the assur- 
ance that you will not have to withdraw it, 
it would be advisable for you to sell out the 
bonds and put the money into corporation 
notes which enjoy a ready market and whose 
market fluctuations should be confined to nar- 
row ljmits. Among such short term notes are 
Baltimore & Ohio 5s, due 1918, selling around 
100, to yield 5%; Brooklyn Rapid Transit 5s, 
due 1918, selling around 9834, to yield 6.25%; 
Chicago, Burlington & Quincy Joint 4s, due 
1921, selling around 96, to yield 5.05%; New 
York Central & Hudson River Railroad 4%s, 
due 1918, selling around 99%, to yield 5%; 
General Electric 6s, selling around 100%, to 
yield about 6%. The last three issues are 
excellent. 
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What’s the Matter with the Tractions? 


The Hard Row of the Traction Manager and His Commis- 
sion “Boss”—High Costs—The Decrease in New 
Traction Mileage—The Remedy 





By RICHARD HOADLEY TINGLEY 





RACTION managers throughout 
the country are much worried 
over the present condition and 
future prospects of their prop- 

erties. The complaint seems general. 
Their cry is, “What can we do to be 
saved?” “Help us, ere we perish.” If 
your steel man or your oil man or your 
grocery man finds he is not making a 
profit on what he sells, his remedy is 
easy. He merely adds on to the price. 
Not so with the traction man; the man 
responsible for the successful operation 
of the public utility property. Before 
he can tack on anything to the price of 
the commodities he has to sell, he must 
first go and ask the “boss”—and the 
“boss” is the public service commission. 
This is just what no end of traction 
managers are doing now—all over the 
country—for they say they are getting 
no more for their transportation now 
than they were getting ten years ago, 
and less than they were’ getting thirty 
years ago, and are giving more of it, 
and better service, and longer rides for 
the same money, and more transfers, 
etc.; and they, furthermore, say that 
everything they have to buy has gone up 
in price anywhere from 25 per cent. to 
200 per cent. over prices prevailing but 
a few years ago, as shown in the tabula- 
tion which accompanies this article. 


What It Means to “Perish” 


All these, and many other arguments, 
the traction men throughout the land are 
putting forward and are asking the 
“boss” to help them out. They say, 
“Help us or we perish.” By perishing 
might mean that a receiver would have 
to be appointed to take charge of the 


property and operate it in the interests 
of bondholders and other creditors; or 
that the public, through the State or 
Municipality, might have to step in, if 
they wanted the lines operated at all, 
and assume control; or that the owners, 
finding no proft in the undertaking, and 
declining to continue operation under 
such circumstances, might take up the 
rails, dismantle the power plant and 
“junk” the whole thing, shouldering the 
loss before getting deeper in debt. 

There is another angle from which the 
situation may be viewed, however, about 
which the traction people or the commis- 
sion people have said nothing. In past 
years, with commodity prices vastl) 
lower than now, they must have been 
making lots of money ; more money, per- 
haps, than a public utility should have 
been permitted to make, or else, if this 
is not the case, and if, during a series 
of past years they have been earning 
only a fair return on investment, then 
they must surely be losing money now. 


Decrease in New Traction Mileage 


That there is some foundation for the 
alarm felt by the traction men is seen 
in the fact that nobody is building any 
trolley lines nowadays, or, at least, the 
construction of new lines has fallen to 
a minimum never before reached since 


‘the trolley came into being, and has 


been steadily growing less and less for 
the past six years. 

This would indicate either that there 
was no money to be made in operation 
of traction properties, or else, in build- 
ing them; and if it is a fact that it is no 
longer profitable to operate such prop- 
erties, a still further decrease in new 
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mileage may be looked for in the years 
to come for it has long been recognized 
among railroad men that there is no 
profit to be made in constructing them— 
for reasons that will not be discussed 
here. 


Another Viewpoint 


On the other hand, taking the street 
railway industry as a whole throughout 
the United States, the latest available 
statistics (for the year ended June 30, 
1916) do not indicate any alarming 
features or lack of net earning capacity. 
They show quite a healthy development 
and improvement. The traction lines in 
some of the Western States do not 
measure up quite so well as the average 


that the greater number of such prop- 
erties improved their net earnings in 
1916 over those they were able to show 
in 1915. The above is particularly ap- 
plicable to the traction properties owned 
by the big operators such as Stone and 
Webster, Doherty and Company, United 
Railways and Light Company, United 
Gas and Electric, and others, nearly all 
of which are able, due to scientific and 
efficient mass management, to keep the 
balance always on the right side. 
Most everyone is familiar with Cleve- 
land’s traction experiences. That city 
is furnishing its people with a three 
cent fare with an additional charge of 
one cent for a transfer, and has been 
doing it for years, and has been accu- 
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ADVANCE IN THE COST OF 


From the Annual Report of the 


Wages of trainmen (per hour) 
Track labor (per hour) 

Shopmen (per hour) 

Brass (per pound) 

Steel car wheels (each) 

Cement (per barrel) 

Copper (per pound) 

Galvanized span wire (per ca. ft). ... 
Gears (each) 

Rails (per ton, F. O. B. Cleveland) 
Bar iron (per cwt.)..........ee0e0- 
Paving brick (per M) 

Pinions (each) 
Steel (per cwt.) 


LABOR AND MATERIALS. 


Cleveland Railway Company. 
Per cent 
increase 

1916 
over 1910 


Per cent 
, increase 
1916 
over 1913 
14 
12% 
26% 
38 
25 
23% 
147 
119 
4% 
27% 
2.10 L 19 
16.50 J 9 
2.84 ‘ 63 
2.24 6.80 203% 








of the entire country, but some of the 
lines in the Middle West and South are 
above the average in prosperity. One 
of the difficulties with the Western 
cities is, no doubt, due to the unregu- 
lated competition of the jitneys. Data 
for the twelve months just mentioned, 
representing 8,721 miles of trolley line, 
shows the following increases over the 
results of operation the year previous: 
Operating Revenues ...3.47% increase 
Operating Expenses ...2.40% ry 
Net Earnings ......... 5.15% = 
Operating Ratio .......0.63% decrease 


It is a fact that a very large number 
of traction properties are making less 
net earnings now than they did in 1910, 
1911 and 1912, though it is equally true 


mulating a deficit from operation as 


follows: 


Accumulated deficit $281,846 


Deficit 1915 


$652,754 


Total deficit 


Cleveland is the only city in the 
United States, so far as we know, where 
the three cent fare is in vogue. Its ex- 
perience is unique. It is entirely the re- 
sult of the efforts of its one time Mayor 
Tom Johnson who went into office 
pledged to this measure and remained 
in office till he had accomplished the 
result, though it took several years to 
bring it about. In spite of the deficit, 
however, the managers of the Cleveland 
Railway Company have not yet joined 
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with so many of their neighbors in the 
S.O.S. call. 


The Six Cent Fare 


The greater number of traction com- 
panies now asking the “boss” for some 
kind of relief are suggesting a return 
to the six cent fare of ancient days as 
the remedy. 

There has been so much agitation of 
this matter, of late, throughout the 
country, that Congress will shortly be 
appealed to that it may order the coin- 
age of a 6 cent piece. Advocates of this 
measure say that, with such a coin in 
circulation, much of the opposition now 
existing to the increase will be re- 
moved; it being claimed that the neces- 
sity, otherwise, of handling so much 
copper is a serious and practical handi- 
cap. 

“High Finance” One of the Causes 


In the earlier days of street railroad- 
ing, particularly since the days when 
electric traction superseded the horses, 


many of their operations savored of 
speculation and were, too, more or less 
spectacular in the manner by which 


some of the deals and combinations 
were carried out. Conspicuous ex- 
amples of these operations may be 
found in most of the large centres where 
populations, always’ on the increase, in- 
vited a play upon potentialities. Such 
speculations were attacked, first, by 
taxation and afterwards, more directly 
by regulation. 


The Factors in Traction Controversies 


: As the stage is set now, there are 
three factors in the field, and these three 
factors are seldom at agreement. First 
there is the traction company, which, 
through its managers and officers, are 
striving to attain or retain their place 
in the sun, and they find it often a 
difficult task to perform. If they are 
suffering from the misdeeds (real or 
fancied) of their speculative and pos- 
sibly spectacular predecessors in own- 
ership or management, their task is 
doubly hard. Second, there is the pub- 
lic, always alive and awake to its rights 
and privileges and always demanding 
the best of everything for the mim- 


mum of price. They cannot forget that 
the streets, over which the lines of the 
traction company run, are theirs and 
they are quick to find fault and to criti- 
cize. It is easy to criticize, easier 
than it is to commend and much more 
popular too. Third and last, there is 
the Commission; the “boss” as we have 
before called this body when speaking 
in the singular number. The office of 
the Commission is that of a mediator, or 
should be, to act, in the interests of both 
company and public;—to make things 
easy for both; to smooth out rough 
places and to prevent an absolute fall- 
ing apart of the other two factions; the 


_one furnishing the goods, the other buy- 


ing them. An ideal situation is one 
where these three factors work in har- 
mony :—for the common good; when 
the commission realizes that the welfare 
of the public depends upon the existence 
of a cordial feeling of confidence all 
around and works to this end. It is done 
in some communities and when it is 
done in more communities, better results 
will be forthcoming. 


But What of the Future? 


But supposing the worst happens in 
some of the many cases where the trac- 
tion managers have sent out the S. O. S. 
call and mean it. Receivership:—many 
good properties are now being operated 
by receivers and others have come out of 
long receiverships purged of many of 
their sins. There are many traction com- 
panies that might well pass through the 
receivers’ hands, and be purged. 

Public Ownership:—This should be 
the last resort. Public Ownership 
propaganda is popular now. Certain 
economists claim that it is theoretically 
correct in principle. It is neither theo- 
retically correct in principle nor prac- 
tical in operation. Human nature has 
not changed since the days when Adam 
Smith, in his “Wealth of Nations,” 
drew such marked attention to “the in- 
competency of governments as business 
agents.” That it is not practical has 
been demonstrated by more than 200 
public utility properties in the United 
States and Canada, municipally owned 
and operated, none of which can be 
called a success. In any event, the al- 
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ternative should certainly not be public 
ownership. 


The Remedy 


What then is the remedy? What 
shall be done with these disturbing 
tractions whose managers are telling us 
“Help us ere we perish?” 











NEW ELECTRIC RAILWAY TRACK BUILT: 
(Entire United States) 





The remedy is simple though the ap- 
plication may be modified to fit the re- 
quirements and conditions of the par- 
ticular community where the trouble ex- 
ists. First—Let the traction companies 


be perfectly open and disclose their 


entire hand so that the public and the 
commission may see and know the 
truth. Let them be willing to concede 
and be reasonable. If they happen to 
be riding a high horse, let them come 
down on the ground, on the same 
ground where the public stands, and 
meet the public openly and squarely, 
face to face. Second—Let the public 
try to realize that the traction people 
are human beings, like themselves, 
and that they are generally willing to 
do what is reasonable: but let the pub- 
lic remember that, although we speak 
of it in the singular, yet it is plural in 
number, the number running into hun- 
dreds of thousands, each with an idea 
that he knows how to run the traction 
companies’ business a little better 
than the managers themselves and 
each with a different way of doing it. 
Third—Let the commissioners try to 


discover the average suggestion that 
the public would make to ensure the 
better operation of the property and 
if, as practical men, it meets with their 
approval, see to it that the traction 
company takes the same view. If the 
traction company is desperately in 
need of relief of some kind in order to 
live, if it can be clearly demonstrated 
that this is a fact, and that the trans- 
portation facilities of the community 
will suffer if it is not granted; then 
it should be the duty of the commis- 
sions to see to it that such relief is 
given. There are many ways in which 
recompense can be had, eventually if 
not at once, from the traction com- 
pany, depending in each case on the 
conditions surrounding the community 
in question. 

In other words, let each of the three 
parties to the controversy, if indeed 
controversy be found to exist, get /o- 
gether. 


Looking Way Ahead 


The traction companies have filled 
a gap in the business of urban and in- 
terurban transportation that has 
helped wonderfully in the up-building 
of our cities and our suburbs. They 
have “done their bit,” and more, 
towards making living conditions easy. 
That the system of electric car trans- 
portation has its drawbacks however, 
nobody will deny. It is heavy, cum- 
bersome and inelastic, but it is the best 
we know now. It is expensive to in- 
stall and costly to maintain. Who can 
say that the trolley is here to stay; 
that it will outlast another generation? 
In this age of progress most anything 
in the way of innovation is possible. 
Some of the brightest minds in the 
country are seeking a substitute. Will 
it be the Zeppelin; or the Aeroplane ; 
some form of modified and improved 
jitney, or something else? Who can 
tell? 
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American Gas & Electric.—There has been 
listed on the Phila. Stock Exchange $15,400 
additional of this company’s 5% collateral 
trust 5% bonds, due 2007. 


Albia L. & Ry.—Which was reorganized 
last year by Guy M. Walker, by issuing to 
the holders of the old bonds 70% in new 
bonds and 30% in 6% preferred stock, has 
declared the first quarterly dividend of 14% 
on the preferred stock, and announces that 
the funds are already on hand out of which 
to pay the second dividend three months 
from now. Bondholders who deposited 
with the protective committee are now get- 
ting practically the same income return from 
the new securities as they were getting from 
the old securities before the receivership.: 


Arizona Power Co.—I. W. W. strike in- 
fluences in the copper mining district of 
Arizona have not at all affected the com- 
pany’s operations or the progress of work 
on the new 8,000 h. p. steam plant of its 
subsidiary, the Arizona Steam Generating 
Co. 


Alabama Power.—An issue of $1,900,000 
Alabama Power Co. five-year 6% secured 
gold notes is being offered by a syndicate of 
bankers. 


American W. W. & Elec.—Announced 
the declaration of an initial cash dividend of 
134% on the cumulative first preferred stock, 
payable Aug. 25 to stock of record Aug. 20. 
Stockholders authorized the increase in the 
maximum capital stock from $25,000,000 to 
$30,000,000, the increase to be in first 
preferred stock as part of the plan for the 
funding of the back dividends on the first 
preferred stock. 


Cities Service.—A merger of the oil inter- 
ests of the syndicate headed by J. Ogden 
Armour with those controlled by Henry L. 
Doherty & Co. has been announced. This 
merger was brought about by the Cities 
Service Co. purchasing the Armour Refinery 
at Independence, Kan., payment being made 
in Cities Service preferred stock, which is to 
be retained by the Armour group for a pe- 
riod of years. This company’s balance after 
preferred dividends of $12,385,220 for the 12 
months ended June 30, 1917, is equivalent to 
$54.61 a share, as against $24.12 a share for 
the 12 months ended June 30, 1916. Pre- 
ferred dividend requirements for the 12 
months ended June 30, 1917, were earned 
4.91 times, compared with 3.20 times for the 
preceding 12 months. July 1, 1917, company 
had accumulated surplus and reserves of 
$17,841,241. . 


Detroit Edison.—The N. Y. Stock Exch. 
announced that it has admitted to the list 
this company’s $1,500,000 additional first and 
refunding mortgage bonds, Series A, due 
July 1, 1940. 
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Great Western Power.—Completed plans 
for building a hydro-electric plant at Oro- 
ville, Cal., estimated to cost $6,000,000. 


Keystone Telephone.—Declared a dividend 
of 242% on the preferred stock, payable Aug. 
1 to stock of record July This is a spe- 
cial disbursement on the preferred stock, 
which is accumulative. 


Lehigh Valley Transit—Company will be 
taken over by the newly organized Lehigh 
Power Securities Corp. 


Louisville Gas & Elec.—A subsidiary of 
Standard Gas & Electric has announced an 
increase of 334% in steam heating rates 
from 33.33 cents’ per square foot to 44.44 
cents. Customers are required to install 
thermo-expansion valves on their radiators 
and to cover all exposed pipes in order to 
obtain service. 


-Middle West Utilities —Gross earnings of 
subsidiaries of this company in the year 
ended April 30, 1917, showed a gain of $1,- 
529,068, or 189%. Of this only $388,960 
came from newly acquired properties. 
Owing to the increase in the cost of opera- 
tion, the operating ratio was 1.63% higher 
in the 1917 year. Yet the net earnings from 
operation increased $424,995, or 13.8%. The 
street and interurban railways of the Middle 
West Utilities Co. operate over 193 miles 
of track and provide 13.5% of the aggregate 
earnings of all subsidiaries. 


Ohio Cities Gas—Brought in a new well 
in Ohio that is yielding Pennsylvania grade 
oil. It is said to be the largest well ever 
brought in in the Clinton sand in Ohio. The 
well made 240 barrels the first 12 hours and 
was said to be running 500 barrels a day 
July 12. 


People’s Gas Light & Coke.—Directors 
decided to deter the construction of the new 
coal gas plant, which was expected to cost 
$20,000,000, until after the war. 


United Light & Rys.—Reports that be- 
cause of increases in the output of gas as a 
by-product by the coke plants of the Chat- 
tanooga Gas & Coal Products Co., it will be 
able to effect considerable savings in the 
production of gas for its subsidiary, the 
Chattanooga company. The Gas & Coal 
Products Co. has contracted for an enlarge- 
ment of its plant, which will result in an in- 
crease in its gas’ production by 4,000,000 
cubic feet monthly. 


West Va. Trac.—More than $1,500,000 of 
the $1,800,000 two-year 6% secured notes of 
this company have been sold privately by 
Bonbright & Co., of N. Y., since they were 
first offered in May, and with a continued 
demand for short term notes the balance of 
the issue should be quickly disposed of. 
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MINING AND OIL 








The Growth of “Smelters” 


Dividend Policy Waiting on Washington—Stockholders’ 
Prospects—Mexican Plants Reopened—Peace and 
Metal Prices 





By WALTER McNAUGHTON 





HIEF interest in American 
Smelting & Refining is centered 
in the question of whether or 
not directors are likely to in- 
crease the present 6 per cent 

dividend on the common stock. Cur- 
rent earnings of American Smelting are 
the largest in its history and the pros- 
pects are that they will continue to in- 
crease throughout the remainder oi 1917. 
It is that that has raised the hopes of 
stockholders that the dividend rate would 
be increased. In semi-official quarters, 
however, it is stated that no action wiil 
be taken toward increasing the dividend 
while uncertainty exists as to the extent 
of the government’s war tax. 

In 1916 American Smelting piled up 
earnings which resulted in a surplus for 
its $54,299,000 of common stock, equiva- 
lent to 31.78 per cent. Prospective sur- 
plus for the common this year, at the 
present rate of earnings, promises to 
be substantially in excess of this amount. 
At the conclusion of 1916 earnings, 
American ‘Smelting had a total surplus 
of $23,442,295 toward which 1916 opera- 
tions alone contributed $14,118,414. This 
huge addition in one year was made after 
special appropriations amounting to $9,- 
136,000 had been made and set aside. 

A favorable factor to be considered 





this year is the gradual opening up’ 


of the company’s plants in Mexico. 
During 1916, the company was obliged 
to keep its plants in- that coun- 
try shut down because of the political 
conditions. This shut-down, however, 
did not prevent the company from miak- 
ing 1916 the largest year in its history. 
With part-time operations of its Mexi- 
can plants included in 1917 returns, vir- 
tual assurance is given that this year’s 
showing will exceed last year’s. Con- 


ditions in Mexico have been improving. 
This has enabled the company to start 
up again its plants at Monterey, Mate- 
huala and Aguas Calientes. Another 
plant, the one at Velardina, is expected 
to be opened shortly and officials believe 
that before many weeks have elapsed 
American Smelter operations in Mexico 
will be running at full capacity. 


Big Metal Inventory 


The company has been fortunate in 
that it has carried in stock a large in- 
ventory of metals the value of which has 
increased prodigiously in the last two 
years. Metals on hand at the conclusion 
of 1916 operations were carried at $27,- 
447,650, on a basis of 12 cents a pound 
for copper, $3.88 per 100 pounds for lead, 
5% cents a pound for spelter and 50 cents 
an ounce for silver. These inventory 
values figured at current market prices 
show the following increases: copper, 
160 per cent; lead, 190 per cent; spelter, 
67 per cent; silver, 67 per cent. 

Detailed figures of the individual me- 
tals carried in stock are not available 
but operations during 1916 showed reve- 
nues produced as in Table No. 2 here- 
with. The largest revenue-producer, of 
course, was copper, with $185,919,397, or 
nearly $100,000,000 more than in 1915, 
and over $114,000,000 more than in 1914. 
On a basis of the average increase in 
price of metals over and above their in- 
ventory value, the current market value 
of metals carried by American Smelting 
& Refining as of December 31, last, would 
show an increase of approximately $28,- 
000,000, or an equivalent of about $51 
a share on the common stock. 

The interests of American Smelting & 
Refining were increased some weeks ago 
when it was announced that the Victor 
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American Fuel Co. coal fields in the Gal- 
lup District, New Mexico, had been pur- 
chased for approximately $3,000,000 for 
the account of the Ray Consolidated Cop- 
per, Chino Copper and American Smelt- 
ing & Refining companies. A new cor- 
poration has been formed to operate 
these properties under the name of Gal- 
lup-American Coal Co., and this corpora- 
tion is owned by the above mentioned 
companies. It is the intention of the 
new management to make an extensive 
increase in production since the two cop- 
per producers and the Southwest Divi- 
sion of the American Smelting company 
procure their coal supply from these 
properties. 


The Securities Company ' 


American Smelting now controls over* 
two-thirds of the total outstanding stock 
of the American Smelters Securities Co. 
through its ownership of all of the com- 
mon stock, approximately 30 per cent of 
the preferred “A” stock and in excess 
of 80 per cent of the preferred “B” stock. 
It is assumed that the voting power of 
such a large amount of stock in its favor 
would permit the dissolution of the 
‘Smelters Securities Co. if the matter 
were laid before stockholders for action. 
Such a step, however, it is said, will not 
be taken in the immediate future. 

Present holders of both the “A” and 
“B” stocks of the Securities Co. have 
been offered 5 per cent bonds of the 
American Smelting & Refining Co. in 
exchange. The “A” holders in addition 
receive cash to the extent of $7.50 a 
share and while the time for a deposit of 
the “A” stock under the plan has expired 
further deposits are being received. It 
is explained that one reason for the com- 
paratively small deposit of “A” stock so 
far, is that a comparatively large block of 
this stock went to France some years ago. 
War conditions over there will make it 
difficult to obtain much of this stock. 

The American Smelting management, 
in arriving at a basis for exchanging its 
own recently created 5 per cent mort- 
gage bonds for the preferred “A” stock 
of the Securities Co., gave much consid- 
eration to the value of the guarantce 
which the former placed back of the prin- 
ciple and dividend of the Securities ‘“B” 





stock. The Guggenheim interests have 
in mind a consolidation of their larger 
corporate interests into the American 
Smelting & Refining Co., which increase 
will call for the dissolution of the Se- 
curities Co., which it has always con- 
trolled through ownership of the com- 
mon stock. 

The latter was formed about 12 years 
ago as a financing medium for the smelt- 
ing company and it was at that time chat 
the latter guaranteed the dividend and 
principle of the “B” stock. In exchange 
for this it took the entire $30,000,000 
of the Securities common stock into its 
own treasury. In addition to a large 
block of this “A” stock going to French 
investors, a considerable portion of the 
“B” stock went to Dutch investors. In 
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discussing the proposed plan for disso- 
lution of the Securities company, an of- 
ficial of the Guggenheim interests was 
quoted recently as saying: 

“Sight should not be lost of the fact 
that the margin between the price at 
which the “A” and “B” stocks have sold 
has never amounted to as much as the 
premium we are now offering to the “A” 
stockholders. In fact, the margin, I 
would say, has averaged quite close to $6. 

“Let us look at the security behind 
each of the two issues. In the first place, 
the “B” stock, paying 5 per cent divi- 
dends, had the guarantee both as to 
principle and dividend of the American 
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Smelting & Refining Co., and its vast 
business plants and organization. 
Through this guarantee there was es- 
tablished a prior lien on American 
Smelting earnings. Although the “A” 
stock paid 6 per cent dividends, it had 
neither the guarantee nor a call on earn- 








TABLE 1 


RANGE OF PRICES—“SMELTER’S” 
MON AND PREFERRED 
Preferred Common 

i Low High Low 

87% 107 55% 

101 105% 77% 

98% 104 61% 

98% 87% 56% 

102% 91 66% 

97 74% 58% 

97 71% 50% 
110 108% 56 

109% 123% ###88% 

110% 112% 93% 


COM- 








ings of the Refining company. It does, 
however, have a prior claim on the earn- 
ings of the Securities company. Upon 
any distribution of assets of the latter, 
both “A” and “B” stocks would share 
alike.” 


Entering the Chemical Field 


The offer of exchange of the first mort- 
gage 5 per cent bonds for the “A” and 


the $11,256,000 of Securities 6s for com- 
mon stock of the Refining company. The 
second step was the exchange of the $30,- 
000,000 of Series ““B” 5 per cent cumu- 
lative preferred stock of the former com- 
pany at par for an equal amount of first 
mortgage 5 per cent bonds of the Refin- 
ing company. 

American Smelting & Refining early in 
the current year took steps to enter the 
chemical manufacturing field on an ex- 
tensive scale. The company has been a 
producer of sulphuric acid for quite a 
few years, but it decided to enlarge its 
operations so as to become a producer 
of a variety of chemicals. Appropria- 
tions have already been made to cover 
the estimated expenditures for the cur- 
rent calendar year. The acid plants at 


“Salt Lake, Utah, are’ being enlarged as 


part of the new plans to make the com- 
pany as large a factor ultimately in chem- 
ical production as it has become in smelt- 
ing and refining. 

Apart from the issue of $30,000,000 of 
series “A” first mortgage 30-year bonds 
offered in exchange for the securities 
preferred “B” stock, the company is capi- 
talized at the present time with $50,- 
000,000 of preferred 7 per cent cumu- 
lative and $54,299,000 common stock. 
The dividends on the preferred stock 
have been consistently paid at the cumu- 








TABLE I 


SMELTER’S” 
From Sales of: 


Other Metals 

Mining Properties 

Manufacturmg Products 

Ss Ce NE, PLDs ooo cwcucecaavectcente 


$52,515,549 


$200,925,625 


SOURCES OF REVENUE 


1916 

$54,656,120 
41,179,791 
37,421,880 
185,919,397 
7,558,556 
1,730,811 
1,831,397 
5,661,198 
16,304,914 
2,818,082 


$355,082,146 


1915 
$55,239,405 
38,007,727 
27,279,350 
89,027,089 


1914 


42,690,226 
24,551,632 
71,712,527 


6,105,291 
3,820,166 
3,507,276 
1,791,511 


2,431,410 
3,135,809 
2,665,958 
1,222,514 


$224,777,815 








“B” stocks of the Securities company is 
the third of a series of steps in the plan 
of the American Smelting to acquire com- 
plete control of the Securities company 
in furtherance of its plan for the more 
economical administration of the proper- 
ties. The first step was the exchange of 


lative rate since the incorporation of the 
company in 1899. Surplus earnings ap- 
plicable to dividends on the first preferred 
stock have ranged between 13.33 per cent 
and 46% per cent during the last 11 
years. Dividends on the common stock 
are being paid currently at the rate of 
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6 per cent. Prior to 1916, when divi- 
dends were paid at the rate of 5% per 
cent, the following rates were paid on 
the common stock: 4 per cent from 1909 
to 1915; 5 per cent in 1908; 7% per cent 
in 1907 ; 7 per cent in 1906; 5% per cent 
in 1905; 5 per cent in 1904. From 1899 
to 1903 no dividends were paid. 

The graphics herewith present an in- 
teresting line picture of how the operat- 
ing profits, net income and surplus of 
the company have expanded. A clear 
presentation is also made of the present 
position of the company with regard to 
its cash and net working-capital as com- 
pared with positions in preceding years. 


Tangible Assets $143 a Share 


Qn December 31, 1916, the net tang- 
ible assets, according to the balance sheet, 
applicable to the common stock, amount- 
ed to $77,741,295, or $143 a share. This 
figure is obtained by deducting from the 
total assets the par value of the pre- 
ferred stocks outstanding of the Refin- 
ing company and the Securities com- 
pany, the debenture bonds as well as the 
current liabilities. Since the American 
Smelting & Refining owns all of the com- 
mon stock of the Securities company, all 
of the equities of the latter company after 
liquidating the preferred “A” and “B” 
stocks belong to the Refining company. 

The aggregate net profits available for 
dividends earned in the period from May 
1, 1907, to December 31, 1916, amounted 
to $95,225,797, or an annual average of 
$8,924,630. The percentage earned on 
$50,000,000 Refining preferred stock 
amounted to an annual average of 17.86 
per cent, while the percentage earned on 
the Refining company common stock after 
providing 6 per cent dividends on the 
preferred “A” and 5 per cent dividends 
on the preferred “B” Securities stocks, 
amounted to’ 14.91 per cent. 


Washington, Dividends and Future 


At its present selling price the com- 
mon stock of Smelters may be regarded 
as discounting the probable action of 
Washington authorities with regard to 
taxation of excess or war profits. It is 
on the question of this taxation that 
future dividend action of the directors 
depends. On the size of the tax which 


Washington will impose will depend en- 
tirely whether or not the directors will 
see fit to increase the present dividend 
rate to 7 per cent. 

On its current earnings and outlook 
Smelters could easily establish and main- 
tain a 7 per cent dividend rate, but di- 
rectors of the company are looking fur- 
ther ahead than this year or next. Just 
what the state of the various metal mar- 
kets will be after the re-establishment of 
peace is something that may only be 
guessed at now. In all probability, it will 


mean lower prices for metal all around 
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and, however moderate the declines 
might be during the first year or two 
following the war, it is almost certain 
that directors would for safety sake re- 
duce the dividend rate on the common 
by any amount raised over 6 per cent 
under the impulse of present high pros- 
perity. It is a rather interesting com- 
mentary and peculiarly applicable just 
now, that up to the present time Ameri- 
can Smelting and its affiliations have 
escaped the strike malady. This may be 
attributed to the policy of the Guggen- 
heim organization in looking after the 
welfare of its help. Its thousands of 
workers are said to appreciate the com- 
pany’s system of insurance, pensions, etc., 
which have been inaugurated. The com- 
pany is constantly engaged in intelli- 
gently directing its welfare work. 




















Ahmeek.—Announced June production as 
2,530,848 pounds of copper, compared with 
2,476,542 pounds in May, 1917. 


Allouez.—Announced June production as 
755,399 pounds of copper, compared with 
855,649 pounds in May, 1917. 


Amer. Zinc, Lead & Smelt.— The Wall 
Street Journal stated that the balance sheet 
for the six months ended June 30, 1917, 
shows estimated profits of $1,600,000, or $7 
per share on 193,000 shares of common 
stock, after allowance of $240,000 is made 
for six months’ preferred stock dividend re- 
quirements on the 80,000 shares of preferred. 


Anaconda.—Will become a consumer of 
copper, as well as a producer, during the en- 
suing year through the erection of a wire 
and rod mill, work upon which has been 
started. It will cost the company between 
$500,000 and $1,000,000 to build a plant as 
designed. 


Big Ledge Copper.—Special meeting of 
stockholders of this company will be held at 
Duluth, Minn., for the purpose of ey | 
the capital stock probably up to $15,000,000, 
divided into 3,000,000 shares of a par value of 
$5 each. 


Braden Copper.—Reported June produc- 
tion of copper as 5,002,000 pounds, compared 
— 6,750,000 in May and 5,102,000 in April, 
1917. 


Butte & Superior.—Reported net earnings 
for the year ending July 1, 1917, of $3,941,- 
756, against $10,497,079 for the previous 
year. Tons of ore mined were 608,358, with 
gross yield of $20.70 per ton, and total value 
of $12,592,942. Extraction and milling cost 
per ton was $7.60, with total of $4,672,443. 
Cost of freight and transportation was $1,- 
320,054. Total cost of reduction was 
$1,409,079. Reported its output for Jurie as 
7,000,000 pounds zinc; ore tons, 23,000; re- 
covery, 90%; silver, 100,000 ounces. 


Butte-Detroit Cop. & Z.—Installation of 
additional jigs and tables in the concentra- 
ting plant of this company is under way 
again with the return to work of electricians 
and machinists. 


Calumet & Hecla—Calumet & Hecla and 
subsidiaries report for June an output of 13,- 
347,525 pounds of copper, as compared with 
14,450,011 pounds in May. For the six 
months to June 30 the output wa " 84,359,769 
pounds. With the exception of February, a 
short month, this was the smallest monthly 
output since July, 1916. During the six 
months to June 30, Calumet & Hecla re- 
ceived $1,630,169 in dividends from its sub- 
sidiaries, or $16.30 per share on Calumet & 
Hecla stock. It is expected that receipts 
from this source in 1917 will reach $3,500,000. 
Reported June production as 6,346,446 


pounds of cooper, compared with 6,879,012 
pounds in May, 1917. 
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Catena & Jerome.—Vice-President Gar- 
rison stated that operations were again on a 
normal basis. The shaft has reached the 
600-foot level, where two cross-cuts have 
been started. 


Centennial Copper.—Reported June pro- 
duction as 143,907 pounds of copper, com- 
pared with 165,282 pounds in May, 1917. 


Chile Copper.—Reported June production 
as 6,114,000 pounds of copper, compared 
with 8,250,000 in May and 8,028,000 in April. 
The company’s production in June showed a 
falling off of 2,136,000 pounds from May. 
On the other hand, the increase over June, 
1916, amounted to 2,954,000 pounds. Officials 
of the company ‘say the decrease in June’s 
output, as compared with the previous 
month, was due to perfectly natyral causes 
and not to labor troubles. Production in the 
first six months totaled 43,148,000 pounds, 
compared with 19,724,385 in the first half of 
1916, an increase of 23,423,615 pounds. 


East Butte Copper.—Reported output of 
copper for June as 1,519,230 pounds, and the 
production of silver to 44,621 ounces. 


Granby Consol.—Made net earnings of 
approximately $5,500,000 in its fiscal year 
ended June 30, 1917, according to prelimi- 
nary estimates, compared with $4,100,000 in 
the preceding fiscal period. This was equal 
to about $36 a share, against $25 in the 1915- 
16 year. Dividends paid during the year 
amounted to $9 a share, necessitating the 
disbursement of $1,349,864, while bond inter- 
est encroached further on the year’s surplus. 
Reported that in June it produced 3,030,929 
pounds of copper from Anyox, compared 
with 3,159,284 pounds in May and 3,775,140 
in April. The Grand Forks property re- 
mains closed. 


Greene Cananea.—Reported June produc- 
tion as 3,210,000 pounds of copper, compared 
with 4,370,000 in May, 4,730,000 in April and 
5,500,000 in March. Because of the Mexican 
trouble, the mines were closed on June 22 
June production was the lowest on record 
since Dec. 1916. No statement was made as 
to the company’s silver or gold production 
in June. 


Greene Consolidated—Company’s prop- 
erty and assets were formally offered for 
sale at public auction at Charleston, W. Va., 
and sold to the Greene Cananea Copper Co. 
for $21,000,000. This was the only bid made. 
Greene Consolidated shareholders will re- 
ceive one share of Greene Cananea in ex- 
change for each two shares of their stock 
holdings. Greene Consolidated will be dis- 
solved and its affairs liquidated. 


Hancock Consolidated—Reported June 
production of copper as 386,000 pounds, com- 
pared with 400,000 in May. For the six 
months ended June 30, 1917, the production 
amounted to 2,251,000. 
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Inspiration Consolidated.—With the end- 
ing of July, 1917, a month will have passed 
without any copper production to the credit 
of this company, for the first time in its 
history. Closed down by strike on July 2, 
the preceding day being Sunday, the month 
will have gone by without a penny of oper- 
ating income. 


Isle Royale Copper.—Reported June pro- 
duction as 1,240,050 pounds of copper, com- 
pared with 1,336,575 in May, 1917. Produc- 
tion, first half 1917, totaled 7,410,922 pounds, 
compared with 6,035,766 pounds the first six 
months of 1916. 


Kennecott.—Announced June production 
as 5,848,000 pounds of copper, compared with 
7,208,000 in May and 7,180,000 in April, 1917. 
The falling off in production in June, 1917, 
was due to labor troubles. 


La Salle Copper.—Reported june produc- 
tion of copper as 157,546 pounds, compared 
with 141,384 in May, 1917. Production, first 
half 1917, totaled 1,010,923 pounds, compared 
with 632,608 pounds the first six months of 
1916. 


Miami Copper—A 30% increase in ton- 
nage of concentrates secured from flotation 
operations in June, the figures showing 1,834 
tons, against 1,409 tons in May, resulted in 
an increase in values of this product turned 
out by Miami Copper Co. from $287,720 to 
$377,968. During the six months to June 30 
flotation concentrates at Miami had a total 
value of $1,958,122. 


Mohawk Mining.—The combined opera- 
tions of the two active Stanton copper prop- 
erties—the Mohawk and . Wolverine—re- 
sulted in a total production during the first 
half of 1917 approximating 9,649,007 pounds 
of copper. The bulk of this amount, or 6,- 
850,766 pounds, came from the Mohawk. 
The Mohawk’s June production was 1,042,- 
182 pounds of copper against 1,148,104 
pounds in May and 1,075,977 in April. The 
Wolverine turned out 455,186 pounds in 
June, compared with 445,700 pounds in May 
and 478,179 in April. 


Nipissing.—In June mined ore of an esti- 


mated value of $269,469 and shipped bullion 
and residues from Nipissing and custom ores 
of an estimated net value of $475,320. 


Osceola Consolidated.—Reported June pro- 
duction of copper as 1,327,773 pounds, com- 
pared with 1,403,019 in May, 1917. Produc- 
tion, first half 1917, totaled 8,809,579 pounds, 
compared with 9,791,439 pounds the first six 
months of 1916. 


Phelps-Dodge.—Reported June production 
of copper as 16,000,000 pounds, and six 
months to June 30, 1917, as 96,500,000 pounds. 


St. Joseph Lead—Twelve-cent lead has 
brought with it record earnings for the com- 
pany, now the largest independent producer 
of this metal in the U. S. Its output in 1917 
will probably cross the 200,000,000-pound 
mark, as compared with 182,000,000 pounds in 
1916, and earnings should be well above the 
$8,000,000 shown in 1916 after allowing for 
depreciation. Declared a dividend of 75 
cents a share, in addition to a distribution 
from the reserve for amortization of 50 
cents a share, both payable Sept. 20 to stock 
of record Sept. 8. 


Superior Copper.—Production, first half 
1917, totaled 1,220,375 pounds, compared 
pe a as pounds the first six months 
°o 6. 


United Verde.—Reported June production 
of copper as 4,000,000 pounds, compared with 
6,500,000 the previous month. For six 
months to June 30, 1917, the production to- 
taled 34,000,000 pounds. 


Utah Copper.—Notwithstanding high 
costs, made a good showing in the six 
months ended June 30, 1917. Earnings of 
$7,246,319 in the first quarter were equal to 
$4.46 a share, while $9,607,442 esimated 
profits in the second quarter were equal to 
$5.89 a share, making estimated earnings for 
the half year $10.75, or at the annual rate of 
$20.70 a share, compared with 1916 earnings 
of slightly over $24 a share. 


White Pine Copper.—Reported June pro- 
duction as 410,803 pounds of copper, com- 
pared with 382,910 in May, 1917. 








THE WORLD’S PRODUCTION OF COPPER 


The “Pester Lloyd” in a recent issue reports that the world’s production of 
copper during 1916 amounted to 1,396,600 tons (I ton equals 2,235 pounds) 
as compared with 1,061,300 tons in 1915, 923,909 tons in 1914, and 1,066,000 tons 


in 1913. 
(556,000 tons in 1913). 


Of the 1916 production 880,880 tons are credited to the United States 
Next in importance ranks Japan with 90,000 tons, fol- 


lowed by Chile with 66,500 tons, and Mexico with 55,100 tons. 
[Statistics compiled by the United States Geological Survey give the total 


production of smelter copper in this country for 1916 as 1,927,850,848 pounds. } 
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Cont. Ref.—Reported a net profit for June 
of $23,943. The report stated the pipe line 
system was being extended 15 miles north- 
west from Cushing to Yale, where a supply 
of crude recently had been extracted for the 
refinery. The company also reported a 
strike of a good flow of oil at 3,000 feet 
of depth on section 15, range 9, south of 
Bristow. 


-Cosden Oil & Gas.—Declared the regular 
quarterly dividend of 2% and an extra of 
3%, * Aug. 1 to stock of record 
July 16. 


Cushing Oil & Ref.—Filed notice at 
Dover, Del., of a change in name to the 
Maryland-Wyoming Oil Corp. 


Kentuc Pet. Prod.— Filed notice at 
Dover, Del., of. an increase in capital stock 
from $1,000,000 to $40,000,000. 


Knickerbocker-Wyoming.—Acquired con- 
trol of the Devore properties in Kansas on 
a basis‘of part cash and part exchange of 
stocks. The new properties comprise 29 
acres on which are 12 producing wells and 
1,250 acres on which drilling will be begun 
soon. The Prairie Oil & Gas Co. takes all 
oil produced on these properties. 


Midwest Ref.—Importance to the Co. of 
the development of the vast oil deposit in 
the Big Muddy field in Wyoming lies in its 
substantial interest in the Merritt Oil Corp., 
which controls most of the dome. The re- 
fining capacity of the company exceeds 30,- 
000 barrels a day, and it will be 50,000 bar- 
rels a day by the end of 1917, when exten- 
sions are expected to be completed. Brought 
in a well on the Merritt Oil Corp. properties 
which is flowing at the rate of 1, barrels a 
day. The location of the new well is directly 
north of the well brought in July 14 by the 
Ohio Oil Co. at the south of the Big Muddy 
field, with the Merritt properties lying be- 
tween. 


Okmulgee Prod. & Ref.—A_ well with 
initial production estimated by officials of the 
company at approximately 900 barrels a day 
has been brought in by the Co., on what is 
known as the Susie lease in Okmulgee Coun- 
ty, Oklahoma. 


Oklahoma Prod. & Ref.—Net earnings of 
this company for the first half of 1917 
amounted to 930,596, which does not include 
earnings of the Union des Petroles d’Okla- 
homa (Preston properties). Dividends paid 
during this period totaled $250,000. Balance 
sheet, as of Fey 1, 1917, of this company 
and subsidiaries shows a profit and loss sur- 

lus of $1,929,323, compared with $151,178, 
Bes. 31, 1916. 


Omar Oil & Gas.—The completion of a 
well in Kanawha County, W. Va., with initial 
roduction estimated at 25 barrels a day, 
as been announced by the Co. This is the 


second well brought in within 30 days on 
the company’s tract of 1,000 acres in that 
locality. The first well also is reported at 
25 barrels. The Co., according to an official 
announcement, now has 24 wells in Wyom- 
ing, Ohio, Kentucky and West Virginia, with 
an approximate combined capacity of 2,000 
barrels a day. 


Osage-Hominy.— A twin well has been 
brought in at Well No. 74 of this company, 
flowing 300 barrels a day. Net earnings for 
May of $142,970 were reported, as compared 
with $134,000 in April. Quarterly dividend 
requirements under the present 10% annual 
rate are $125,000, net earnings for May alone 
exceeding that amount by $17 7 


Pan-American Pet. & Trans.—The N. Y. 
Stock Exch. admitted to the list $500,000 ad- 
ditional 7% cumulative preferred stock. 


Prudential Oil.—Started active develop- 
ment work on its properties in the Gulf 
Coastal Field. The machinery and drilling 
rig is in place, derrick completed and actual 
drilling operations were commenced on No. 
1 well. The Roxana Co. is reported to be 
under contract to begin drilling on land im- 
mediately south of Prudential, by Aug. 1. 


Roxana Pet.—A subsidiary of the Royal 
Dutch Co. has entered the Wyoming field 
and established headquarters at Cheyenne. 


Stan. of Indiana.—Announced the declara- 
tion of the regular quarterly dividend of 3% 
and an extra of 3%, both payable Aug. 31 
to stock of record Aug. 6. 


Texas Co.—Report for the year. ended 
June 30, 1917, may show earnings close to 
$19,000,000, or over 34% on the $55,500,000 
stock then outstanding, compared with about 
$13,900,000, or 37.5%, earned the previous 
year on the $37,000,000 stock outstanding as 
of June 30, 1916. The 6% serial notes have 
been called for retirement during the year. 
The profit and loss surplus will show a large 
increase. 


Union of Cal.—For the six months ended 
June 30, 1917, reported net profits amounting 
to $4,480,000, an increase of $1,330,000 over 
the corresponding period of 1916, after pro- 
viding $1,400,000 for depreciation. Sales for 
the half year totaled $16,380,000, a gain of 
$3,230,000. Current assets, as of June 30, ap- 
proximated $20,250,000, and current liabili- 
ties, $2,950,000. According to a statement 
issued from the office of the executive com- 
mittee of this company, production of crude 
oil during the six months ended June 30, 
1917, was 3,454,000 net barrels, an increase 
over the same period in the previous year 
of 340,000 barrels. This, together with regu- 
lar purchases and independent oil producers’ 
agency deliveries, was approximately 9,000,- 
000 net barrels, or 20% of the marketable 
oil produced in the State during the six 
months. 
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Texas Co. 


P. B., New Haven, Conn.—Texas Com- 
pany is a stock which has great merit and 
which over a period of years should prove a 
very profitable investment. The wisdom of 
buying the stock now, however, is open to 
question, not alone because general market 
conditions are likely to be unfavorable for in- 
vestment buying the remainder of the summer, 
but because there are many other uncertain- 
ties in the situation affecting the stock in- 
dividually. In the first place, the company 
has benefited to a remarkable extent in the 
past two years by the great boom in oil. 
The conditions which have brought about 
the high prices for oil products cannot be 
expected to last indefinitely. Furthermore, 
it is entirely likely that the supply of oil 
will be increased by the bringing in of new 
wells and the discovery of new sources of 
supply. Of course, it is possible that the 
discrepancy between supply and demand for 
crude oil will continue to be in favor of high 
prices, but it behooves investors in the light 
of past experience to be cautious about in- 
vesting in oil stocks after such a prolonged 
period of prosperity as the industry has en- 
joyed. Aside from natural causes there is 
the possibility that the Government will fix 
prices and control the sale of oil and petro- 
leum products in a way that will cause a big 
reduction in the earnings of the oil companies 
for the remainder of the war. Even if maxi- 
mum prices are not fixed at considerably be- 
low prevailing market quotations, the Gov- 
ernment is sure to take a large slice out of 
the profits of the oil companies through ex- 
cess profits taxation. In view of all these 
considerations we cannot regard the pur- 
chase of practically any of the oil stocks 
with favor, and we do not recommend that 
you buy Texas Company at this time. The 
stock will always bear watching, however, 
for when market conditions and outside con- 
ditions may be judged with accuracy as be- 
ing of favorable import, there should be no 
question about the attractiveness of the 
stock. 


Cal. Petroleum 


A. R. T., Franklin, Va.—California Petro- 
leum is a risky speculation. As vou doubt- 
less know, the company since irs inception 
has been a very great disappointment. It 
failed to develop its oil production to any- 
thing like the amount that was claimed. Of 
late the earnings have shown an improve- 
ment due to the high prices prevailing for 
crude oil in California and due also to the 
bringing in by the company of some addi- 
tional production. A recent estimate of 
earnings for 1917 was to the effect that as 
much as $7 a share might be earned on the 
common, but we are not disposed to place 
very much credence in the accuracy of such 
an estimate because it is impossible to fore- 


cast earnings, with any degree of assurance, 
in the oil business. 


Royal Dutch 


S. W. C., Summit, N. J.—We are enclosing 

herewith a circular, giving full details on the 
Royal Dutch Petroleum shares which are 
listed on the New York Stock Exchange. 
_ As to our opinion on the stock, now sell- 
ing around 64, will say that we regard it as 
speculative and do not recommend it as an 
investment. There are too many uncertain- 
ties in the war situation affecting the future 
of this company. The company has im- 
portant interests in all parts of the world 
which may in one way or another suffer 
from the effects of a continuation of the war. 


Three Oils 


H. W., Quincy, Ill—We cannot undertake 
to forecast definitely whether or not Stand- 
ard Oil of Indiana, Standard Oil of New 
Jersey or Chesebrough Manufacturing will 
sell lower than now immediately after the 
war, for their market position immediately 
after the war will depend largely upon de- 
velopments that take place between now 
and the time peace is declared. These de- 
velopments cannot be foreseen. We may 
say, however, that we do not consider it 
conservative to buy Standard Oil stocks 
generally for investment at this time. Such 
stocks as Chesebrough Manufacturing and 
Standard Oil of New Jersey may be con- 
fidently bought if it is intended to hold the 
stocks indefinitely. In other words, we are 
bullish on these stocks for the long pull, and 
believe that over a period of years they will 
sell.at great deal higher prices than now 
quoted or have been quoted in the past. 
However, if it is intended to buy either of 
them now, the buyer should purchase with 
surplus cash which he does not expect to 
have occasion to use, and he should invest 
with the idea that he will not allow himself 
to be disturbed by intermediate market fluc- 
tuations in the stocks. 


Wyoming Oil 


R. T., Evansville, Ind—The good Wyom- 
ing oil stocks are selling so high that we 
consider them on a speculative basis, and 
under the conditions of distribution now 
apparent in the general market and the un- 
certainties ahead for all industrial companies 
we cannot advise the purchase, for the long 
pull, of speculative stocks. 

If you simply wait you will probably have 
the opportunity of buying stocks at genuine 
bargain prices, if not one, most certainly an- 
other, and it is better for an investor to miss 
making profits by not buying stocks now than 
to incur the risks involved in buying them. 
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Borden’s Condensed Milk Co. 


An Unlisted Security of Merit—Excellent Dividend Record 
—Earnings Hinge on Production of Necessities— 


. 


By LAWRENCE C. SMITH 





Makes No Financial Report 








ORDEN’S Condensed Milk Co. 
is one of those corporations 
about which the general public 
gets little information. In fact, 

stockholders themselves get little in this 
respect. 

Up to the present time Borden’s Con- 
densed Milk Co. has retained the right 
to withhold financial reports from its 
stockholders. 

One of the few general statements that 


have ever been made by officials of the: 


company and which bears on the stock, 
is that made by the assistant treasurer 
some months ago. This official was quot- 
ed as saying: “The total of this stock is 
more than equalled by the tangible in- 
vestment in the business and the earn- 
ings have been sufficient not only to 
cover dividends of 6 per cent and 8 per 
cent, respectively, on the outstanding pre- 
ferred and common stock, but to create 
proper reserves providing against~ de- 
preciation, insurance loss, accident-claims 
and unusual expenses of every nature as 
well as the permit the addition of goodly 
amounts to surplus.” 

The preferred and common stocks are 
currently quoted at around 103. The 
only difference is that the bid-and-ask 
position on the preferred stock is some- 
what narrower than that on the common. 
In 1914, before the war, the preferred 
stock sold between 106 and 108 while 
the common was around 115. The slid- 
ing-off in market value of the common 
stock to around current levels would 
tend to create the belief that profits from 
the milk business during the past year 
or so have not been as large relatively 
as in preceding years; also that export 
business may have been somewhat cur- 
tailed. So that, in consequence, the mar- 
gin of surplus available for dividends on 


the common stock is running narrower. 


History and Capitalization 


Borden’s Condensed Milk Co. was es- 
tablished by Gail Borden in 1857 and was 
subsequently incorporated as the New 
York Condensed Milk Co. The latter, in 
turn, was succeeded by the Borden’s Con- 
densed Milk Co., the present concern, 
which was incorporated under the laws 
of New Jersey in 1899. The business of 
the company consists of the manufacture 
and sale of condensed and evaporated 
milk and other related food products— 
malted milk, milk-chocolate and con- 
fections. The company is also a large 
distributor of raw, pasteurized and certi- 
fied milk and cream. In 1902 the com- 
pany acquired the plants of the Anglo- 
Swiss Condensed Milk Co. The con- 
densed milk and evaporated milk depart- 
ments of the company’s business make up 
the largest division of its activities. Its 
products in these forms are shipped all 
over the world. 

Borden’s Condensed Milk Co. is capi- 
talized with $7,500,000 of 6 per cent cum- 
ulative preferred stock and $22,500,000 
of common stock. The former is all out- 
standing ; the latter to the extent of $21,- 
312,600. The shares of both issues have 
a par value of $100. The preferred stock 
in its entirety is subject to a call of $110. 

In the manufacture of condensed and 
evaporated milks the company operates 
over 40 factories and 155 country plants. 


The New Products Company 


Recently Porden’s Condensed Milk Co. 
formed a new company known as the 
Borden’s Farm Products Co., Inc. This 
company is owned outright by the Con- 
densed Milk Co. None of the stock has 
beefi let out. So far as can be ascer- 
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tained, the object of the new company 
is probably to divide or classify the busi- 
ness of the parent company. in other 
words, it is ar. institution within an insti- 
tution. 

The plant, as it is reported, is to have 
all the condensed milk business trans- 
acted by the parent company while the 
farm products end of the business is to 
be looked after by the new concern. A 
brief statement issued by the parent com- 
pany in connection with the formation 
of the products company read: “We de- 
sire, in view of the erroneous press re- 
ports, to assure you that the new com- 
pany does not at this time contemplate 
engaging in the production of milk except 
to continue the operation of large certi- 
fied milk and stock farms, which farms 
have been in operation for several years.” 

The Products Company, in a statement 
to the public, just before going to press, 
made the following interesting observa- 
tions as to selling-prices, profits and re- 
turn upon investment. Incidentally, it 
throws a ray of light upon 1917 opera- 
tions as compared with 1916 results. The 
statement said in part: 

“The resuits for the year just ended, 
June 30, 1917, will show a much smaller 
margin of profit than the previous year, 
1916. 

“This result is for the most part ac- 
counted for by higher prices paid pro- 
ducers since last fall, the added cost of 
all raw materials and supplies, and the 
reduced consumption following increased 
selling prices, which prices were not 
sufficient to overcome added costs. 

“There must be included in the selling 
price a fair and reasonable profit to the 
distributors in order that the capital in- 
vested by them may be properly remuner- 
ated for the risks taken and sufficient to 
encourage continuance therein and in ad- 
dition provide for growth and expansion 
of field and facilities; also continuity of 
the organization. 

“You ask—what is a fair margin of 
profit ? . 

“In answer we say—we believe that a 
10 per cent return on the actual cash 
capital invested in an industrial business 
is necessary to properly remunerate capi- 
tal and provide for growth and contin- 
gencies. 

“In order that this company may rea- 


lize these aims, it will, with present estim- 
ated sales, be necessary to realize an aver- 
age net profit of approximately five mills 
or % cent per quart of milk handled. 

“This margin of profit represents the 
only charge for our service; every other 
mill that you pay us is in turn paid out 
by us for milk, labor, freight, bottles, ice, 
horses, wagons, feed, etc.” 


Future Business 


And this sums up about all the avail- 
able information on this company. That 
there is a big field for the products of 
the Borden’s Condensed Milk Co. there 
is no doubt. It is also reasonable to 
believe that a big export business is still 
being done despite the war. Milk in con- 
densed or evaporated form peculiarly 
fills the needs of the armies in Europe, 
and with American soldiers now going 
abroad, the export condensed and evap- 
orated milk business of the Borden com- 
pany should take on increased activity. 
It is obvious that fresh or fluid milk 
could not be handled for the armies in 
the field. It would be spoiled in transit. 

Whether this company has received 
any orders from the Government is not 
known, but it is reasonable to believe that 
a substantial share of the milk required 
in connection with our expeditionary 
army mobilization will fall to Borden’s 
Condensed Milk Co. 


Borden Company Stock 


So far as can be judged from the facts 
available, the stock of this company may 
be regarded as a substantially good in- 
vestment. 

Present stockholders of the company 
seem to be satisfied with the way the busi- 
ness is being conducted and the profits 
that are being made, as reflected in the 
regular payment of a substantial dividend 
rate on both the common and preferred. 
The stock, furthermore, is fairly closely 
held and the minority interest in it is 
probably exceedingly small. At its cur- 
tent bid price the preferred stock is on 
an income yield basis of 5.8 per cent, and 
the common, 7.8 per cent. Removal of 
the war situation and its accompanying 
uncertainties will probably witness the re- 
storation of the common stock to around 
its pre-war level of 115 and the pre- 
ferred stock to around 108. 
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#Ztna Explosives—The French contracts 
a smodified provide, first, for the sale of 
trinitrotoluol (T. N. T.) at the rate of 1,000,- 
000 pounds a month until 30 days after the 
signing of an armistice; second, for the sale 
of guncotton at the rate of 750,000 pounds a 
month for the same period; third, for the sale 
of picric acid at 1,000,000 pounds a month; and 
fourth, for the sale of nitrocellulose, or smoke- 
less powder, at the rate of 1,000,000 pounds a 
month. All of these for the same period. 


Atlantic Steel—Announced the declara- 
tion of an extra dividend of 5% on the com- 
mon stock, payable August 2. .Books close 
July 21 and reopen August 3. 


Canadian Locomotive.—Declared an ini- 
tial dividend at the rate of 6% on the com- 
mon, payable quarterly, and a regular divi- 
dend of 1%4% on the pfd. stock. 


Cluett, Peabody.—Earnings for the first 
half of 1917, after making heavy deductions 
for expected State and Federal taxation on 
excess profits, were $1,366,000, against $1,376,- 
000 in the corresponding period of 1916, when 
no such deductions were made. 


Dow Chemical—Declared an extra divi- 
dend of 6%% and the regular quarterly divi- 
dend of 134% on the common stock, payable 
August 15 to stock of record August 4. In 
the preceding two quarters the same total was 
paid. 

Federal Sugar.—Pres. C. A. Spreckels of- 
fered to sell to each stockholder as many 
shares of stock as will equal 65% of the stock 
in the holder’s name on July 18. The stock 
was purchased by Mr. Spreckels from a num- 
ber of former holders, and the offer is made 
at a price of $90.50 per share, which is the 
price paid by Mr. Spreckels ($90) plus ex- 
penses, which amount to 50 cents per share. 


Fore River Shipbldg.—The pressure which 
it is under to complete the many contracts for 
ships on its books, and clear the ways for fu- 
ture construction, this company is steadily ex- 
panding its working forces. 


General Vehicle—A subsidiary of the 
Peerless Truck & Motor Corp., completed and 
shipped the last of its Monosoupape 
Gnome engines, built for the British Admiral- 

. The company has the American rights on 
the engine and the order was handled at the 
Long Island City plant. The company has 
started work on a large initial order for these 
engines recently received from the United 
States and has progressed to the point of fin- 
ished engines. A second substantial order has 
also been received from the Government. 


Great At. & Pac. Lal ro a sales for 
18 weeks to June 30 as $38,049,712, against $21,- 
607,773 for the corresponding period of 1916, 
an increase of $16,441,939, or over 76%. 


Hendee Mfg.—The War Department 
awarded contracts jointly to this company, 
Springfield, Mass., and the Harley-Davidson 


(626) 


Co., Milwaukee, Wis., for 5,000 motorcycles at 
$250 each. _ About 200 of the cycles will be 
equipped with sidecars to carry machine guns. 


_ Holt Mfg.—A stock dividend of $1,500,000 
is to be declared by this company, holders of 
patents for the caterpillar tractors, which have 
been extensively used in making war “tanks,” 
it became known when application was 
made to the Cal. Corp. Comm. for per- 
mission to issue stock. This dividend is out 
of a surplus of more than $3,000,000, and it is 
to be .paid in stock to holders of common 
shares. The application, which asked for per- 
mission to issue 15,000 shares representing the 
$1,500,000, was granted. 


Inter. Portland Cement.—Placed its pre- 
ferred stock on a regular 7% basis by de- 
claring a 344% semi-annual dividend. 


Mark Mfg.—Which is enlarging its steel 
plant at Indiana Harbor, Ind., sold $6,000,000 
three-year 6% notes to the Continental & 
Commercial Trust & Savings Bank and Pea- 
body, Houghteling & Co. of Chicago, and 
Kean, Taylor & Co. of New York and Chi- 
cago. The notes, which are secured by a 
mortgage upon the company’s plants, are be- 
ing offered by the bankers at 9914% and in- 
terest, to yield about 6.20%. 


National Steel Car.—Activity had been no- 
ticed in both the common and pfd. stocks of 
the company, arising from the news that a 
contract had been secured to supply 1,000 steel 
freight cars for the Canadian Gitanaona Rys. 


New River Co—Declared a dividend of 
$1.50 on the pfd. stock, payable July 31 to 
stock of record July 23. Three months pre- 
viously dividends were resumed on the pfd., 
after a lapse of many years, with a similar 
payment of $1.50." 


Pitts. Steel Products.—Plans to build new 
works at Allenport, on the opposite side of 
the Monongahela River from Monessen, where 
it owns a site of about 300 acres. The Pitts. 
Steel Products Co. was formerly known as 
the Seamless Steel Tube Co. of America. 


Stewart-Warner Speedometer. — Declared 
the regular quarterly dividend of 114% on its 
common, payable August 15 to stock of record 
July 30. Net earnings in the second quarter 
showed a decrease of $43,000 to $657,000. 


Underwood Typewriter —E arnings are 
running about 33%. above those of the previ- 
ous year, and a progressive tendency is shown 
in monthly profits, the gain over the corre- 
sponding period of 1916 increasing each month. 


Youngstown Sheet & Tube.—Placed a 
contract with Stone & Webster for the foun- 
dation of its new 84-in. plate mill, and the Bravo 
Construction Co., Pittsburgh, who will build 
the foundation for the two 80-ton open-hearth 
furnaces. An appropriation of $1,000,000 has 
been made by the company, for the account 
of its subsidiary, the Buckeye Land Co., to 
finance house building at East Youngstown. 
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Prospect for 


the Coppers 


Important Factors Which Underlie Present Market 
Conditions 





By THOS. L. 


SEXSMITH 





HERE is one class of stocks 
which in recent months has 
failed to live up to the expec- 
tations of the speculative pub- 
lic, and that class is undoubt- 

edly the coppers. War stocks, steel 
stocks and numerous specialty issues, in 
both the markets of 1915 and 1916, and 
some again during the present year, have 
attained market heights which, to the 
profit and satisfaction of their holders, 
have fairly well discounted the tremen- 
dous earnings produced by the extraor- 
dinary demands of war times. 

On the other hand, while the copper 
stocks have also responded, in a meas- 
ure, to the stimulation of a huge demand 
for the red metal, record prices and 
unprecedented production, this response, 
on the whole, compared to that enjoyed 
by the representative steel stocks, for 
instance, has been decidedly disappoint- 
ing. It is fitting, then, to look into the 
causes behind this apparent failure. of 
the copper stocks to make good for their 
patient holders. 

Laggardness of Copper 


Take the case of Anaconda, perhaps 
the most representative of the larger 
coppers, which in June, 1915, practically 
assumed the position up to that time en- 
joyed by the Amalgamated company. 
The rise of Anaconda to leadership 
among the coppers occurred when the 
transfer of the shares of the Anaconda 
company, held in the treasury of the 
Amalgamated, was made to the share- 
holders of the latter company, and a cash 
dividend of $3.77 per share was declared 
in addition. In 1907, when an average 
high price of 25.37 cents was attained for 
electrolytic copper, Amalgamated sold 
for $121%, which was high for the year, 
and the highest price ever attained by 


this stock. As late as 1914, sometime 
before the outbreak of the war, of course, 
Amalgamated sold at $78%. The best 
price for the metal received during that 
year was around 14 cents, reached early 
in the year, .and the first half of the year 
witnessed a gradual decline under that 
figure. : 

Notwithstanding the fact that since 
1914 there has been a constant and al- 
most sensational advance in the price 
received for copper, the highest that 
Anaconda could register,- even on the 
very zenith of the great market boom in 
the fall of 1916, was $125. While the 
record price level for the metal has now 
been consistently maintained for many 
months, and reactions have been but 
small in extent, and demand apparently 
little if any diminished, the present mar- 
ket quotations for the shares of Ana- 
conda company are hovering around $75. 

Another case in point is that of Utah 
Copper. The high for this stock in 
1914 was $67%. Its maximum price in 
1916 was $130. To-day there appears 
to be a plentiful offering of the stock at 
slightly above par. Granby Consolidated, 
in 1914, sold as high as $91. It is now 
quoted at $80. Chino, in 1914, reached 
a high at $44. It is now $53. Ray Con- 
solidated, in 1914, at its best figure 
brought $22 a share; now $27. Miami, 
in 1914, sold around $25 a share; it is 
now $39. These comparative quotations 
give an excellent idea of the relatively 
small enhancement which has taken place 
in the market price of the copper shares, 
as a result of conditions in the industry 
due to the war. 

An even more comprehensive view of 
the present position of the coppers in re- 
lation to past price activity may be had 
from a review of the course of an aver- 
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age price of 20 copper stocks from June 
22, 1912, to date. On the date mentioned 
this representative average group. sold 
above $54. A progressive decline began 
from this figure, continuing with the 
usual interruptions in the way of numer- 
ous rallies, until finally, on January 23, 
1915, a figure slightly above $32 was 
touched, this marking the low price for 
these averages during the present decade. 


Early Response a Rapid One 

The first onrush of war demands for 
copper carried the copper averages with 
extraordinary speed to a price above $53, 
reached on April 26, 1915, the greater 
part of the advance being made in the 
months of March and April. A year and 
one-half later, September 28, 1916, the 
average for the 20 coppers had attained 
a figure slightly above $61. Progress in 


the meanwhile had been slow and sub- 
jected to considerable backing and filling. 
Later on, starting from a low just above 
$57, on October 9, there was a second 
quick uprush of the average prices, cul- 


minating in the figure $72, touched on 
November 20, 1916. This rapid upbid- 
ding of the copper shares ended the war 
boom in coppers so far as may now be 
known. 

Heretofore, a notable characteristic of 
the culmination of extraordinary bullish 
movements in commodity prices, security 
prices and the prices of grain, cotton and 
provision futures, has been the tendency 
to make sharp upward spurts at the end 
of long continued advancing movements, 
followed by equally sharp declines, which, 
as a rule, cover practically the same 
ground as the preceding upward moves. 
The action of the copper averages, in the 
fall of 1916, was indeed a beautiful ex- 
ample of this peculiar market phenomena. 


Recent Action Confirms Culmination 

After maintaining the range around 
the figure $70 for several weeks, the 
copper averages began a sharp decline 
early in December, which by December 
21st had practically reached the figure 
$53. In 19 days the averages had de- 
clined 16 points, which, allowing for 
days on which there was no market, gave 
an average of approximately one point a 
day. Surely here was reaction of the 
most precipitate character; enough, at 


all events, to justify the belief that the 
collapse of the copper bodm had already 
come about. 

The market action of the coppers since 
that time has given ample confirmative 
evidence of this assumption. The rally 
of the averages from the December low 
was comparatively weak, extending only 
to slightly above $59, six points of rally 
after 19 points of decline from the high 
of November 20th. From the top of 
this small rally came a further reaction 
to a low on February 3d, this time below 
the 53 line. Then came a second rally 
to $60, which ended early in iarch. 
The second effort was little stronger than 
the first, but even this meagre advantage 
could not be maintained. At the pres- 
ent writing, the 20 copper stock averages 
are again down around 55. 

Behind the obvious apathetic response 
of the copper stocks to current high earn- 
ings and record demand for the metal, 
there must lurk some sufficient cause. 
Technically, these stocks have given evi- 
dence that influential interests, which in 
the early stages of the war were large 
holders of copper stocks, disposed of 
a very generous part of their holdings in 
the rising markets of 1915 and 1916. 
This in itself would, to a great extent, 
account for the indifference of coppers 
in recent markets. Insiders being pretty 
well out, there now remains but little 
incentive to bull the coppers. Inasmuch 
as stocks very seldom, if ever, go up to 
any extent unless aided by the skilful 
handling of interested and experienced 
operators, the present dullness in the 
copper stocks is thus reasonably ex- 
plained. 

But my opinion is that the real reason 
for the present market situation in the 
coppers goes back beyond this technical 
condition to one of great fundamental 
importance. It is the new outlook for 
the future and not present demand or 
earnings, which to-day is influencing the 
market price of copper shares. 

Vastly Increased Production 

Within the past ten years a vast change 
has been wrought in the copper produc- 
ing situation. Production has increased 
at a prodigious rate. In 1909 the output 
was more than doubled over that of 
1907. From 1909 until 1914, however, the 
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increase was only gradual, amounting 
to an average of approximately 8 per 
cent. a year for the five-year period. Com- 
pilations of copper statistics for the 
United States for the first six months of 
the present year show that 1,031,370,000 
pounds of copper were produced. As- 
suming that the second half of the year 
will yield a production approximately 
equal in amount to that of the first half, 
the total for 1917 should be well above 
2,000,000,000 pounds. * This total will 
represent an increase of over 80 per cent 
beyond the figures for the year 1914, or 
an average yearly increase for the three 
years of 27 per cent. Contrasted with 
the average increase for the preceding 
five-year period of 8 per cent. per year, 
it is clearly to be seen that an era of 
tremendous over-production is imminent 
in the industry. 

Over-production has ever been the bug- 
bear of business men. It has invariably 
occurred at the high points of industrial 
booms in the past, and has been one of 
the most influential causes of the long 
and severe depressions which have -fol- 
lowed in the wake of boom times. Even 
if production should show a considerable 
falling off for the second half of the year, 
the figures for the first half constitute 
proof positive that a capacity of over 
the two million mark annually exists in 
the United States alone, and this capacity 
is being steadily increased, the develop- 
ment in this direction, it is true, being 
seriously interrupted by recent labor dis- 
turbances. 


In the past historv of industrial de- 
velopment of the United States there is 
no instance wherein an increase in pro- 
ductive capacity has occurred in any line 
of fundamental activity to compare in 
intensity and magnitude with that of the 
recent increase in copper output. Its 
counterpart is to be had only in the re- 
cent vast development of the steel indus- 
try. In this great increase of potential 
supply of copper metal available for fu- 
ture uses lies a threat against the main- 
tenance of even average prices for cop- 
per at a time when demand will again 
recede to normal proportions. 

The Outlook for Coppers 


Admittedly, demand for copper metal 
is to-day unusual, and even with the end- 
ing of the war it may continue excep- 
tional for some while. But the time is 
certain to come when it will fall off 
sharply. How near this time may be we 
can but surmise; but each day brings its 
coming closer. 

Rallies in.the market quotations of the 
copper stocks are certain to occur from 
time to time. Over-sold conditions are 
brought about with a certain seasonal 
regularity, and out, of these, temporary 
upward movements are bound to occur. 
Such a condition apparently exists at the 
present writing, warranting expectation 
of some considerable improvement in 
market quotations. But with the possible 
exception of individual instances, where 
peculiar influencing factors dominate, the 
long trend of the copper stocks appears 
destined to be downward. 








A NATION OF INVESTORS 


Up to this time, this has been a country of borrowers and not of investors. 
Conditions have changed. We are going to be a nation of investors. The 
time has come when bankers must take into consideration the borrower as well 
as the depositor. You must furnish investments as well as loans. Now is the 
golden opportunity to talk to the people about becoming investors. We have 
been the most extravagant of any of the nations. Probably we needed this 
calamity to bring us to our senses. The time has come when we must econo- 
mize. Every dollar that we save, we must invest in government bonds. There 
is going to be plenty of credit. Bankers must not hesitate to loan to good bor- 
rowers, to those who are interested in farming, factories, industrial develop- 
ments of any kind. If we would lay aside our selfishness, our profits to stock- 
holders, and keep the government first in mind, discouraging all forms of specu- 
lation, and refuse to loan to those so interested, when peace comes, the read- 
justments will be very much more easy.—P. W. Goebel, president American 
Bankers’ Association. 

















Market Averages 





COMBINED AVERAGES OF 
FIFTY RAILROAD ANDINDUSTRIAL STOCKS 
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MARKET STATISTICS Breadth 


Dow Jones Av: 50 Stocks (No. 
20Indus. 20 Rails High Low Total Sales issues) 
91.38 94.96 81.44 80.15 824,100 186 
95.05 81.30 | 80.25 661,500 186 
94.05 81.50 80.27 580,600 191 
93.72 80.53 79.55 526,700 203 
93.75 80.62 79.76 445,700 
94.08 81.31 80.58 318,500 
93.66 81.01 487,700 
93.40 $1.03 543,900 
93.36 . 
93.49 80.43 
80.82 
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Technical and Miscellaneous Inquiries 





Profit & Loss Surplus 


Q.—I am a subscriber to your Magazine and 
always read each issue carefully and found in 
issue of June 23 that you state that Great 
Northern Ore Company had a deficit of $1,- 
114,998 on Dec. 31, 1915, and a profit and loss 
surplus of $17,566,956 for 1916 as per their 
consolidated balance sheet of Dec. 31, 1916. 

I am a stockholder in this company and 
studied their 1916 balance sheet, and must ad- 
mit that I am very unexperienced in bookkeep- 
ing, consequently kindly request you to >. 
mit to me the two annual statements and point 
out to me the large profit in 1916 against the 
loss in 1915. 

Ans.—The profit and loss surplus of the 
Great Northern Ore Co. as it changes from 
year to year does not reflect accurately the 
earnings of the company. Profit and loss on 
a balance sheet is very largely a matter of 
bookkeeping. The items may be increased or 
decreased by changes in other items on the 
assets or liabilities side of the balance sheet. 
If you have the annual report of the com- 
pany, we suggest that you look for the in- 
come statement, which shows a balance earn- 
ed for dividends of $2,088,884, as compared 
with, $1,056,584 in 1915. There was an in- 
crease of about $1,000,000 in the 1916 earn- 
ings, due to the higher prices obtained for the 
company’s products and partly as the result of 
larger sales. 





Stop Orders 
Q.—I have been much interested in the series 
of papers on the subject of stock, accounts 
and general business of the market as they 
have appeared in your paper. 


There is one point that I cannot decide; 
this is the operation of the Stop Order during 
the hours when the Exchange is not open. 

As we have had ample evidence, there are 
times when a stock declines many points over 
night. Suppose the stock closed at 105 at 
night and the “Stop” was placed at 103. The 
next morning it opens at 100 on its way down. 

The broker is not responsible, so how does 
he protect the account or is there a way to 
do it? 

Ans.—A stop order means that the client 
desires to protect himself so far as it is pos- 
sible. It does not mean that the order will 
be executed at the price placed as of the stop. 
A stop order always becomes a market order 
after the stock sells at the price designated in 
the stop order. 

If the stop order during the market session 
was at 103 and the stock closed at 104 and the 
next day opened at par, the stop order instead 
of being at 103 would become a market order 
and the broker would be compelled to sell 
the stock at the best obtainable bid. Over 
night conditions only approximate what might 
happen during the session of the market and 
in the example which you quoted, the stop 
order at 103 would be executed at the best bid 
after the opening price, whether it was 95 or 
back to 102 or 103. . 

The broker has no better way of protecting the 
accounts other than the stop order and the 
margin method. You will find in many cases 
that the broker has to take serious losses, es- 
pecially when the market undergoes a sharp 
decline and is full of stop orders which 
cannot be executed at the price of the 
stop. 








SUGGESTIONS IN REGARD TO INQUIRIES 


The very heavy volume of inquiries which this publication is now receiving 
makes it necessary to ask our subscribers to co-operate with us in order that we 
may maintain and improve the high quality of service which the Investors’ Per- 
sonal Service Department renders to our readers. We therefore suggest that: 


(1) 


Not more than two or three inquiries be submitted at one time. Occa- 


sionally a subscriber sends in a long list of securities asking for an opinion on 
each. The careful manner in which the Investors’ Personal Service Depart- 
ment handles its inquiries makes it impossible to give such inquiries the im- 
mediate attention necessary, without slighting other inquirers. 


(2) 
the writer’s name and address. 


(3) 


Write all inquiries on a separate sheet of paper, which should bear 


Enclose stamps or stamped and addressed envelope. 


The above suggestions are drawn up for the benefit and protection of our 
readers and those inquiries which conform with them will receive first atten- 


tion. 


When a reader wishes a special investigation or a special analysis of a se- 
curity or a subject we shall be pleased to submit an estimate of the special 


charge for such work. 
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Transportation the Cotton Problem 





By R. S. SLATER 





+ 


HE cotton market continues a 
most nervous affair; and there 
are very violent fluctuations 
with but slight provocation. 
-This country does not yet know 

how to take the war; and the cotton 

trade is like the rest of the American 
public. Everyone with a grain of com- 
mon sense understands that the guide- 
posts which marked the direction of val- 
ues in the old days are useless now. 

The war has changed everything, and 

even the good old law of supply and 

demand today is but a question of trans- 
portation. There is plenty of demand 
for cotton in Germany—if anyone could 
get it there; and this is true in a lesser 
degree of England. There has been 
much difficulty in moving cotton in this 
country recently, and there is every rea- 
son for expecting such freight .conges- 
tion this Fall and Winter as was never 
known before. It is very probable that 
the man who enters into a contract to 
deliver cotton at the port of New York 
is going to find it very difficult to make 
delivery—no matter how much cotton 
there may be in the South. This fact 
further complicates a situation that is 
already too complicated for the wisest 
heads in the trade, although, of course, 
the great transportation problem is how 
much of the new crop we are going to 
be able to move to our allies oversea. 

In common with the rest of the world, 
the cotton matket longs for peace, and 
in common with other markets, it is 
prone to give passing notice to even the 
most senseless peace rumors, and these 
are put out frequently enough to do 
their full share in disturbing the situa- 


ia 


tion. Gradually, however, the market 
is becoming convinced, against its will, 
that it is going to be a long, long war; 
and the most clever men in the trade are 
beginning to attempt to figure out just 
what is going to happen to cotton if it 
is going to take this country four or 
five years to win the war. 

Domestic consumption would undoubt- 
edly be stimulated. Cotton mills are 
largely worked by women and children; 
so that a diminishing man power would 


-interfere with this industry less than with 


most. Production would undoubtedly 
be curtailed; both by shortage of labor 
and increased attention given food crops. 
If railroad congestion interferes with the 
movement -to domestic mill points, that 
will undoubtedly be promptly regulated 
by the Government. As far as this coun- 
try is concerned, a long war will make 
for high-priced cotton. Here, again, 
bobs up the submarine. Will England 
be able to keep its mills running? As 
we have written before, we believe that 
it will. 

The bears in the cottor market are 
basing all their calculations upon the 
hypothesis that Germany will be able 
to starve English spindles even if it is 
not able to starve British stomachs. 
They say that as soon as the new crop 
begins to move, and it is found that 
there are no ships waiting to carry any 
of it abroad, prices will smash all to 
pieces. No man can tell what may hap- 
pen in these wild days; but it seems un- 
safe to sell cotton short as a way ol 
betting upon the effectiveness of the 
U-boat. If there is a pressing need of 
boats to move cotton it is probable that 


(632) 














CONTROL OF WHEAT TO BE ABSOLUTE 


633 





the United States and Great Britain, 
acting together, will see to it that they 
are supplied. 

There is no jingoism in saying that 
it is unsafe to bet against your Uncle 
Samuel. 

If England can get the cotton it needs 
there is no chance at all of Ic w-priced 
cotton during the next season. 

After a poor start, the eotton crop 
has been doing very well for some time. 
July has been a month of favorable 
weather in most sections of the belt. 
If the crop had gotten a fair start it 
would look well to-day, but it is diffi- 
cult to develop a sickly child into a 
healthy youth, and if there should be bad 
weather during August there would be 
a repetition of what happened last year. 
August is always the most critical month 


for the cotton crop, and it will be re- 
membered that last season what looked 
like a good crop on the first day of 
August looked like a crop disaster on 
the first day of September. The record 
of the market for any number of years 
will show that cotton advances during 
August more frequently than-it declines ; 
but in times like these a man is very 
foolish indeed to waste his time dig- 
ging back into the past to see what cot- 
ton used to do. What cotton did in 
normal times is no index to what it is 
going to do in times like these. 

To-day it looks as if peace was very 
far away indeed, and everything depends 
upon the developments which will be 
seen in the great conflict; still, we don’t 
think it is a good time to be short of 
cotton. 








Control of Wheat to Be Absolute 





By P. S. KRECKER 





ELAY in the enactment of the 
Food Control Bill has hampered 
the grain trade and further up- 
set a market already badly dis- 

organized by the war. So far wheat has 
been virtually the only new crop to suffer 
through lack of proper co-ordination, 
but the movement of oats will soon be 
heavy and then will come corn. Until 
the Food Control Bill is not only passed 
but in full operation and the policies of 
the food commissioner are known, it 
will be impossible to effect a satisfac- 
tory distribution of grain. The field of 
contemplated operation of this new 
Government agent is theoretically so 
large that it is out of the question for 
either the farmer or the merchant to 
proceed with marketing wheat. In a 
vague way it is known that control of 
that crop will be almost absolute. The 
food commissioner may exercise the 
powers of a dictator and not only de- 
termine what price shall be paid the 
farmer but what disposition shall. be 
made of every bushel. It is almost a 
foregone conclusion that he will know 
just where each bushel goes and will 


adopt measures to prevent hoarding 
for speculative purposes. The capacity 
of every mill will be ascertained and 
its purchases probably will be regu- 
lated to conform with that capacity. 
Middlemen may be limited similarly in 
their purchases and sales so that the 
exact destination of each bushel will be 
definitely determined. It has not yet 
been determined whether the wheat 
trade will be permitted to use the ma- 
chinery of the option markets or 
whether there will be unrestricted 
trading in futures. But this will have 
little if any bearing on values. The 
futility of attempting to check ad- 
vances in prices by restricting or for- 
bidding the use of options has been 
demonstrated in the cotton as well as 
the grain markets. The cash markets 
have been leading futures in all com- 
modities ever since supplies began to 
fall behind extraordinary war demands. 

Some short-sighted people have been 
disposed to find fault with Congress 
for its policy of fixing a minimum in- 
stead of a maximum price on wheat. 
They argue that such action does not 
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favor the consumer but is wholly for 
the benefit of the producer. The fal- 
lacy of this reasoning should be plain. 
Congress, by fixing a minimum price 
which shows: a good profit to the 
farmer, is really offering the best kind 
of an inducement for him to grow big 
crops. If, for example, the farmer is 
assured that he will get at least $2 a 
bushel for next year’s wheat crop as 
well as for this year’s, he will be 
prompted to make a record sowing of 
winter wheat this Fall and next Spring 
he will have an equal incentive to 
plant as large a Spring wheat crop as 
he can. The large production which 
is almost certain to follow a liberal 
minimum price will eventually tend to 
replenish the empty bins of the world, 
until stocks increase sufficiently to as- 
sure enough wheat for all. Then 
prices automatically will go down and 
price fixing by Governments will be 
unnecessary. 

The public might as well make up 
its mind that the world is in for an era 
of high prices. The lesson of every 
war has been’the same. Commodity 
values soar while the war is in prog- 
ress and persist after peace comes un- 
til normal industrial conditions can be 
restored. After the War of the Amer- 
ican Revolution wheat soared to an av- 
erage of $2.48 and a maximum of $3 a 
bushel in 1796, and maintained a high 
average for another sixteen years. The 
Crimean War of 1854-56- caused 
wheat to rise from less than a dollar 
a bushel to $1.85 and that price was 
duplicated in 1857, or a year after the 
war ended. Wheat touched its high- 
est price during the Civil War period 
of the United States two years after 
the war was over or in 1867, when it 
reached the maximum price of $2.85. 
During the present world war cash 
wheat has sold freely at $3.25 a bushel, 
but the most competent observers do 
not believe that the maximum of the 
war period has been reached yet. His- 
tory is likely to repeat itself. It is sig- 
nificant that farmers are preparing to 
store wheat on an unprecedented scale. 


If, as at present seems probable, a 
$2.00 minimum price will be definitely 


fixed on a bushel of wheat, the question 7 
of interest to the trade is what would 7 
that mean relatively to corn and oats, 
No absolute rule can be laid down for 7 
relative values of corn and oats with | 
wheat, because the respective crops of 7 
each inject a distinct individual ele- 7 
ment of price, but there nevertheless is 
an average relative value which can © 
readily be, determined. The average 
price of wheat for 26 years, not includ- 
ing 1916, was 83 and a fraction cents © 
for cash in Chicago. The average 
price of cash corn in the same market 
for the same period was 50 cents while 
the average price of cash oats was 33 
and a fraction cents. Using this as a 
basis of calculations a minimum price 
of $2.00 a bushel on wheat suggests a 
minimum of $1.20 a bushel on corn and 
of 80 cents a bushel on oats. 

The situation in corn is extraordi- 
nary. With prospects for the second 
largest crop in the history of the cereal, 
cash corn is commanding at present 
writing the surprising premium of 66 
cents over the September option. 
Even in a period of inflation, when the 
mind has become calloused and wit- 
nesses amazing advances in costs of 
foodstuffs without astonishment, the 
price of $2.30 for cash corn must 
startle the public. Several circum- 
stances are responsible for this ‘extra- 
ordinary price. Farmers are not in any 
hurry to part with their old crop hold- 
ings. The scantiness of stocks in the 
cash markets and the rush to purchase 
corn for use in distilling liquors be- 
fore the bill forbidding of foodstuffs in 
its manufacture goes into effect are 
other elements in the high price. 

Crop news on corn is satisfactory on 
the whole and little has developed to 
dim the prospects for a nearly record 
yield. 

There has been a big trade in oats 
futures and near months have held firm 
in sympathy with the high premiums 
on cash oats and the small stocks on 
hand. New crop options are selling at 
liberal discounts from cash oats, but 
with the movement soon likely to gather 
full headway, the bears profess confi- 
dence in lower prices. 











